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General 


Li Peng Meets New Foreign Ambassadors 
OW 131148 Beying XINHUA in English 
1109 GMT 13 Jan 88 


[Text] Beijing, January 13 (XINHUA}—Chinese Acting 
Premier Li Peng met on separate occasions with new 
Equatorial Guinean Ambassador Eulogio Oyo Riquesa, 
new Malian Ambassador Nakounte Diakite and new 
Norwegian Ambassador Jan Tore Holvik, here today 


Soviet Union 


3 Preconditions for Deng-Gorbachev Meeting 
HK 130208 Beijing CHINA DAILY in English 
13 Jan 88 p 1 


[Text] (XINHUA-CD)}—A Chinese Foreign Ministry 
spokesman said yesterday senior leader Deng Xiaoping 
had made quite clear the conditions for a high level 
meeting between China and the Soviet Union. 


The spokesman made these remarks when asked by 
foreign journalists to comment on a recent interview by 
the Chinese weekly “OUTLOOK” with Soviet leader 
Mikhail Gorbachev, during which Gorbachev again 
mentioned the possibility of a summit. 


“At present, it is the strong hope of the international 
community that Vietnam will withdraw all its troops 
from Kampuchea promptly,” the spokesman said. 


Deng has said all along that there are three preconditions 
for his meeting Gorbachev. He said he would meet 
Gorbachev only if the Soviet Union got Vietnam to 
withdraw its troops from Kampuchea. 


“Without Soviet assistance,” Deng said, “Vietnam could 
not fight a single day in Kampuchea.” 


Apart from the Soviet backing of Vietnam in its aggres- 
sion into Kampuchea, there are two other obstacles that 
are blocking Sino-Soviet relations from being normal. 
They are the massive concentrations of Soviet troops 
along the Sino-Soviet border and in Mongolia, and the 
Soviet armed occupation of Afghanistan. 


Gorbachev Interview with LIAQWANG 


For the Moscow IZVESTIYA version of LLAOWANG's 
interview with CPSU Central Committee General Sec- 
retary Gorbachev, see the Internationa. Affairs—China 
section of the 11 January Sovict Union DAILY 
KEPORT. 


For a comparison of the Moscow International Service 
Mandarin version of the Gorbachev interview, as well as 
Moscow Televison comment, see the same section of the 
12 January Soviet Union DAILY REPORT. 


INTERNATIONAL AFFAIRS | 


Northeast Asia 


NINHUA Analyzes Lakeshita’s Aims of Trip 
OW L21050 Beyine NINTL Ain bnelish 
OSOS GANTT lo Jan SS 


[News Analysis: Takeshita Seeks Understanding From 
Washington (By Zhu Ronggen and Tan Jianrong)” 
NINHU A headline] 


[Text] Tokyo, January 1) (NINHU A)}—Japanese Prime 
Minister Noboru Takeshita started his four-day official 
visit to the United States Tuesday seeking better under- 
Standing and cooperation trom Washington, with which 
Tokyo 1s trying to defuse mushrooming trade trictions 
that have soured bilateral ties 


The outcome of Takeshita’s January 12-15 visit to the 
United States, his first to the country since becoming 
prime minister last November, will have great bearing on 
the Japan-U.S. relations and Takeshita’s diplomacy, 
political analysts here believe 


“The Washington trip, if successtul, will considerably 
help reinforce Takeshita’s leadership in tackling thorny 
issues in both international diplomacy and domestic 
politics 'n years ahead,” one of Takeshita’s aides said 


It has been announced here that during his stay in the 
United States, Takeshita will hold talks with U.S. Pres- 
ident Ronald Reagan and U.S. Congress leaders. 


During their planned two-hour talks on Wednesday, 
Takeshita and Reagan are expected to focus on broader 
issues Such as Overall bilateral relations, macroeconomic 
policies, global economic problems, U.S.-Soviet rela- 
tions and other international issues. However, they will 
leave specific bilateral economic disputes to their min- 
isters Or secretaries Concerned. 


Since assuming office, Takeshita has repeatedly stressed 
the government’s policy for a good relationship with the 
United States as the linchpin of its diplomacy. in stress- 
ing the need to build up an “unshakable” Japan-U.S. 
alliance, the prime minister gives first priority to mend- 
ing Japan’s relations with the United States. But he also 
wants to establish “personal ties” with Reagan. 


Takeshita, however, can not be talking about improving 
American-Japanese relations without real ammunition 
to shoot down the various irritants and frictions that are 
facing the two countries. 


One of the “gifts” he takes to Washington 1s the approval 
late last month of an expansionary budget for fiscai 
1988, in which Japan, complying with the U.S. demand, 
will increase its defense spending by 5.2 percent over the 
current fiscal year ending March 31, its official develop- 
ment aid by 6.5 percent, and its spending on public 
works projects by 20 percent. 
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rhe government decided last Friday to be... all the costs 
for the fringe benefits to be paid to 22,100 Japanese 
employees at the U.S, military bases in Japan, beginning 
in 1990. The move was said to be aimed at indirectly 
supporting the United States in its efforts to secure safe 
Shipping through the Persian Gulf, from where Japan 
imports some 55 percent of its crude oil. 


The government is also moving toward permitting U.S. 
firms to participate in some of Japan's public works 
projects. It has decided to liberalize eight of 12 tarm 
imports cited in a U.S, complaint. 


A veteran political analyst told XINHUA that for the 
Japanese Government, it may think it has “tried its best” 
by doing so and may “risk strong opposition at home” 
since farmers, who have helped ensure the conservative 
ruling Liberal Democratic Party's victory in elections 
since 1957, do not want their interests harmed. 


The United States, Japan’s biggest trade partner, now 
absorbs 38 percent of Japan’s global exports, up from 25 
percent just five years ago. Japan's direct investment in 
the United States accounts for 45 percent f its total 
direct investment abroad. 


Howevci, trade frictions have never ceased between 
Japan, the largest creditor in the world, with its foreign 
assets totaling 250 billion U.S. dollars, and the United 
States, now the world’s largest debtor, which owes a total 
of 400 billion dollars. Recently the frictions have been 
characterized by entangled conflicts over agricultural 
products and public works projects, following a U.S. 
retaliatory bill against Japan’s chip exports and a U.S. 
congressional agreement to punish Japan’s Toshiba 
Machines company. 


According to statistics by the Japanese side, Japan had 
registered 47.2 billion’ U.S. dollars trade surplus with the 
United States by the end of last November, a 1.2 percent 
increase over the same period of the previous year. The 
United States, irritated by Japan’s failure to correct the 
trade imbalance, has repeatedly slashed out at Japan for 
just paying lip service to the matter. 


In a tit-for-tat action, the U.S. Congress last month 
passed a bill banning all Japanese firms from participat- 
ing in U.S. public construction projects. 


Obviously, the Americans have got bored with Japan’s 
lip service, analysts say. Rather, Uncle Sam prefers to see 
action on the Japanese side. 


In a written interview with Japa ese reporters in Wash- 
ington early last month, President Reagan warned that 
his efforts to resist the rising protectionism within the 
Congress would fail if Japan did not work out essential 
measures to readjust its export-led economic structure. 


tv 
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The YOMIURI SHIMBUN, one of Japan's leading 
dailies, also warned in an editorial today that if Japan 
still tries lo make excuses to buy time when contronted 
with complaints or demands trom the United States, 
“the resulting conflict and emotional reactions will esca- 
late, making it impossible to solve the problems in a 
logical, cool-headed manner, and the established friendly 
relations will be eroded.” 


The mass media here give no prediction on whether the 
‘“gitts’ Takeshita takes to Washington will satisfy the 
Americans. Analysts here fear that what the Japanese 
Government has done may be inadequate for climinat- 
ing the huge trade imbalance with the United States, 
which is now pressing Japan for further expansion of 
domestic consumption and opening of its market. 


A Japanese Foreign Ministry official commented, “at no 
time has a prime minister's visit to the United States 
come amid such adverse conditions or been as important 
as this one.”’ 


Nevertheless, despite bilateral quarrels over economic 
problems, analysts here believe that the upcoming 
Takeshita-Reagan summit will likely end with both the 
leaders stressing the importance of depending on cach 
other and strengthening Japan-U.S. alliance, since the 
two nations need each other politically, economically 
and strategically. 


Tian Jiyun Meets DPRK Trade Delegation 
OW'121233 Beijing XINHUA in English 
1154 GMT 12 Jan 88 


[Text] Beying, January 12 (XINHUA) —Chinese Vice- 
premier Tian Jiyun met a government trade delegation 
of the Democratic People’s Republic of Korea led by 
Minister of Foreign Trade Choe Chong-kun here today. 


DPRK Declares Its Boycott of Olympics 
SK 130545 Beijing International Service in Korean 
1100 GMT 12 Jan 88 


[Text] In a siaiement issued on 12 January, the DPRK 
Olympic Committee declared that it will not rartscipate 
in the Olympics hosted by South Korea alone 


However, the statement stated that it will do its utmost 
to have the 24th Summer Olympics co-hosted by both 
North and South Korea. 


Stressing that President Kim Il-song put forward a 
proposal in his New Year's address for discussing and 
solving various pending issues at an early date, including 
the issue of cohosting the 24th Summer Olympics, by 
holding a North-South joint meeting; the statement said 
that if the North-South joint meeting to be held in the 
future reaches an agreement on the issue of cohosting the 
Olympics, “we will reconsider our stand concerning the 
Olympics.” 
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ROK Urged To Respond to DPRK Proposal 
HK130727 Beijing RENMIN RIBAO in Chinese 
8 Jan 88 p 6 


[XINHUA report: “Noted Korean Figures Call on South 
Korea To Respond to Proposal on Holding North-South 
Joint Conference] 


[Text] Pyongyang, 7 Jan (XINHUA) —Noted North 
Korean figures recently gave speec'\es calling on South 
Korea to respond to the proposal on holding a North- 
South joint conference. 


In his New Year message, Korean state President Kim 
Il-song proposed that the North and the South hold a 
joint conference of representatives from various political 
parties and social groups as well as personalities from all 
circles, including the authorities, to discuss the questions 
of suspending large-scale military exercises, holding mul- 
tinational disarmament talks, jointly sponsoring the 
24th Olympic Games, and stopping propaganda offen 
Sives against each other. 


In a speech, Chong Chun-ki, alternate member of the 
Politburo of the Korean Worker's Party Central Com- 
mittee and vice premier, expressed the hope that the 
North-South joint conference could be held at an early 
date so that this year can be turned into one of opening 
up a new situation in national reconciliation and unity. 
He s2:d: The tragedy of the national division that began 
in the mid-1940’s has not ended today, as we are nearing 
the end of the 1980's. To eliminate the tragedy of 
division at an early date, all compatriots in the North 
and the South must jointly strive for reunification. 


Chi Chang-ik, secretary general of the Korean Central 
People’s Committee, has said that holding a North- 
South joint conference is a practical measure for saving 
the nation. The South Korean authorities should give up 
their stand on confrontation and division and give a 
positive response to the proposal on holding a North- 
South joint conference. 


It is reported that the South Korean authorities have not 
given any official reactions to North Korea’s proposal on 
holding a North-South joint conference. 


Near East & South Asia 


Roundup on U.S. Defense Secretary’s Gulf Tour 
OW 121130 Beijing XINHUA in English 
0917 GMT 12 Jan 88 


{“*Round-up: Carlucci Ends Gulf Tour Amid Reports of 
Navy Cut (By Wu Yihong and Xu Chang)”"—XINHUA 
headline] 


[Text] Kuwait, January 11 (XINHUA) —U:S. Defense 
Secretary Frank Carlucci ended his tour of three Gulf 
nations Sunday amid speculation about a cutback in the 
U.S. Naval Force in the region. 


INTERNATIONAL AFFAIRS 


Carlucc: left Riyadh tor Paris after a week-long visit to 
Kuwait, Bahrain and Saudi Arabia. He wall veport to 
President Ronald Reagan on his tour soon after return- 
ing home. 


Observers believe that Carluceci’s first Gulf trip was 
aimed at reassuring the Gulf Arab nations of US. 
commitment and sounding out reaction to possible cut 
in the U.S. Fleet that operates in the oubled Gulf 
waters. 


The U.S. Gulf Naval Force involves 33 warships and 
about 25,000 combatants and has been protecting 
Kuwaiti tankers against Iranian attacks since last July 
20. 


Although the U.S. and Iran managed to head off major 
confrontations in the past five months, Gulf tension as a 
whole is still far from eased 


The United Arab Emirates’ newspaper “AL-BAYAN” 
said in a recent editorial that despite the heavy military 
buildup by the U.S. and its Western allies, attacks on 
shipping reached a record in the past six months. The 
report said that of the 437 ships that have been attacked 
by either Iran or Iraq since the Gulf War broke out in 
1980, 178 were hit in 1987. 


The worsening situation stirred doubt about the U.S. 
role in the region. The Gulf Cooperation Council sum- 
mit held in Riyadh late last month decided to reduce 
dependence on foreign powers and seek direct dialogue 
with Iran in an eftort to end the conflict. 


Saudi Foreign Minister Prince Sa‘ud al-Faysal went so 
far as to voice support for setting up an international 
instituuion responsible for defending free navigation in 
the vital waterway. 


The detected change in the Gulf countries’ attitude may 
have prompted Carlucci’s current trip to the region, 
analysts pointed out. 


Carlucci reaffirmed the U.S. commitment to the security 
and stability in the Gulf and stressed U.S. readiness to 
provide the Gulf countries with weapons and equipment 
to upgrade their defense capability. 


The U.S. official, however, said in Bahrain that he would 
discuss with President Reagan a possible cut in the U.S. 
presence in the Gulf. Pentagon officials also disclosed 
last week that the U.S. mine-hunting helicopter carrier 
Okinawa and battleship lowa would withdraw from the 
Gulf within months. 


Observers said the U.S. made the gesture to placate the 
Gulf Arab nations who fear an ever deep involvement of 
foreign powers in the Gulf might lead to a fallout from 
the Gulf War, and to challenge the Soviet Union who has 
also a number of warships in the troubled waters. 
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A senior Soviet official who visited Kuwait soon after 
Carlucc: flew in the country renewed the call for forming 
a U.N. task torce to replace the Western powers’ pres- 
ence in the vital oil lane. 


“The Soviet intention 1s to legalize the presence of its 
warships in the Gulf,’ an analyst here said. 


The high cost of the U.S. Fleet in the Gulf may also 
compel Washington to reconsider its military operations 
there. Debate in the U.S. Congress is heating up on 
whether it 1s worthwile to spend 20 million U.S. dollars 
each month tn such an action. 


“The cutbock, if true, is a mere tactical change; to 
squeeze the Soviets out of the Gulf will remain the 
long-term strategy of the U.S.,” one diplomat said. 


INTERNATIONAL AFFAIRS 


Washington 1s expected to make a formal decision on the 
cutback after Carlucc: and Reagan discuss the issue. 


West Europe 


Tian Jiyun Meets Spanish Labor Minister 
OW 121247 Beyine XINHUA in English 1158 GMT 
12 Jan 88 


[Text] Beying, January 12 (XINHUA) —Chinese Vice- 
Premier Tian Jiyun met Spanish Minister of Labor and 
Social Security Manuel Chavez Gonzalez and his party 
here today. 


Chinese Minister of Labor and Personnel Zhao Dong- 
wan was present at the meeting. 
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NPC Solicits Views on Enterprise Law 
OW131155 Beijing XINHUA Domestic Service 
in Chinese 1310 GMT 11 Jan 88 


[Text] Beijing, 1 | Jan (XINHI)A)}—The General Offices 
of the NPC Standing Committee and the State Council 
recently issued a joint circular to all provincial, autono- 
mous regional, and municipal people’s congress standing 
committees and sovernments on soliciting opinions on 
the draft law on publicly-owned industrial enterprises. 


The circular calls on all provincial, autonomous regional, 
and municipal people’s congress standing committees 
and governments to collect opinions regarding the draft 
law from various circles, cadres, and workers and staff, 
and to hold forums on the draft law attended by manag- 
ers, workers’ representatives, and trade union leaders of 
publicly-owned industrial enterprises, as well as by offi- 
cials from relevant departments, legal experts, and econ- 
omists. Opinions should be put into order and submitted 
to the NPC Standing Committee General Office before 
25 February 1988. 


According to the circular, people from various circles, 
cadres, and workers and staff may deliver their opinions 
to the general offices of all provincial, autonomous 
regional, and municipal people’s congress standing com- 
mittees and to the economic commissions of all people’s 
governments. 


CHING PAO on Contesting Forces Within CPC 
HK131053 Hong Kong CHING PAO fn Chinese 
No 126, 10 Jan 88 pp 24-27 


{Article by Hsiao Liang-he (5618 5328 0149): “Contest 
Between the Two Forces—Will Political Old Men Again 
Perform the Old Play of Forcing the Emperor To Abdi- 
cate?”’} 


[Text] Since last year, prices in China have been soaring, 
and the situation so far has not eased. The contracted 
management system, which bas just been put into prac- 
tice, failed to play a marked role. 


The group for drafting the report to the 13th party 
congress found it hard to write the passage concerning the 
issue of party style, which has degenerated day by by day. 


Recently, Zhao Ziyang had a talk with Hu Yaobang and 
asked him to take charge of the reform of the party’s cadre 
and personnel system. It is said that Hu Yaobang has not 
yet replied to this request. 


Deng Yingchao says that public opinion wants Hu Yao- 
bang to take over the position of chairman of the CPPCC, 
but other political old men still have concerns regarding 
this. Hu is sandwiched between the two opinions and is in 
a difficult position. 


NATIONAL AFFAIRS § 


According to some people's prediction, as Peng Zhen 
wants to build a perfect legal system, he will not let Wan 
Li become chairman of the NPC Standing Committee. 


Bo Yibo will be named vice chairman of the NPC Stand- 
ing Committee. 


Liu Binyan has been given approval to visit the United 
States. He and Fang Lizhi have been nominated as 
members of the CPPCC National Committee and will join 
this organization next March. 


The 13th CPC National Congress established the theory 
concerning the initial stage of socialism, put forth the 
tasks of carrying out the political structural reform, with 
the focus on the building of socialist democratic politics, 
and further rejuvenated the party's central leadership. 
All this undoubtedly represents progress, and will play a 
great role in promoting the situation of reform and 
Opening up on the mainland. However, it 1s not realistic 
to overestimate these achievements. Zhao Ziyang 1s 
regarded as being rather reluctant to give ‘he position of 
premier to 1.1 Peng, who has a weaker sense of reform 
and a thinking and work style different from his own. 
Some observers hold that Wan L1 1s most suited to the 
office of premier, and other people hold that Tian Jiyun, 
or Tianjin Mayor Li Ruthuan, or Li Tieying should 
become premier. Given the five members of the Political 
Bureau, it is not so easy for Zhao Ziyang to advance 
reforms continuously if he still wants to accomplish 
something. The economic reform in Mainland China has 
reached a critical juncture, and it will backtrack if it fails 
to make continuous progress. Prices have been soaring 
since last year, and the rising trend remains unabated. 
The contract system, which has recently been put into 
practice in many enterprises, has not played a marked 
role in improving the economic situation, and can hardly 


- be taken as an effective remedy. Therefore, some entre- 


preneurs and economists in China are calling for making 
a greater breakthrough in the aspect of ownership by 
delegating more economic powers from the state to the 
enterprises and increasing the proportions of private 
enterprise and joint-stock companies in the national 
economy. At present, many state economic departments 
do not have effective means to control the overall 
economic situation; a large number of cadres are per- 
plexed and do not know what to do before the “changes 
in the functions of the government departments”; and 
some government institutions have even come to a 
standstill.... To solve all these problems, a major over- 
haul must be carried out in the economic reforms, but 
the necessary conditions for such a major overhaul do 
not exist. It is expected that an approaching “economic 
recession” will present a big headache for China. Under 
such circumstances, it is hard to anticipate whether the 
reforrn achievements that were made when Zhao Ziyang 
was premier can be consolidated or not, and this will 
affect Zhao’s position in the future. Therefore, the party 
Central Committee’s Political Bureau recently 
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appointed Bao Tong, a member of Zhao’s think tank, as 
political secretary of the Political Bureau, and _ this 
appointment indicated something significant 


As party general secretary, Zhao Ziyang will also have to 
deal with the serious party style problems. At the 13th 
party congress, many party deputies expressed their 
worries and resentment over the fact that the party 
leadership had failed to effectively solve such problems. 
A few months ago, the group for drafting the report to 
the 13th party congress, which was led by Bao Tong, 
found it very difficult to write the passage concerning 
improving party style, because they could not work out 
any effective remedies. In fact, the root cause of the 
unhealthy party style lies in the political structure, where 
cae party always holds the ruling position and the 
bureaucrats monopolize all powers, and in the lack of a 
democratic foundation. Strictly speaking, the “unhealthy 
party style’’ does not exist among ordinary CPC mem- 
bers. What is really “unhealthy” is the political estab- 
lishment, which is composed of the “party officials” who 
hold power and leading positions at various levels. There 
are no effective checks and balances inside or outside the 
political establishment or among these officials. Even 
though there are a small number of worthy officials in 
the establishment, it is hard for them to find the neces- 
sary Support and positive response inside or outside the 
establishment. The party as a whole always holds state 
power and takes this for granted. The people have no 
other alternative. As a result, the party’s capacity for 
self-control is just becoming weaker and weaker, and the 
corrupt style is becoming more and more prevalent. 
According to the politica! plan drawn up by Deng 
Xiaoping and Zhao Ziyang to solve the party style 
problems, the first step is to separate party and govern- 
ment functions and to relieve the party (mainly the 
leading cadres) of some of the powers. The other mea- 
sure 1s to establish a consuitation and dialogue system in 
society so as to link inner-party policies with the public. 
However, the effect of such measures will be limited. 
What Zhao Ziyang can now start to do is change the 
cadre and personnel system so as to improve the moral 
quality of the party and government officials at all levels 
under the premise of maintaining the general establish- 
ment as a whole. Reportedly, Zhao Ziyang recently had 
, several talks with Hu Yaobang, and requested Hu to take 
charge of the reform of the party’s cadre and personnel 
system. It is said that Hu Yaobang has not yet given 
Zhao a reply. According to some informed sources, Hu 
Yaobang is still in a difficult position. The incumbent 
director of the CPC Central Organization Department, 
Son; Ping, now holds a position equal to Hu’s, and Song 
is a crony of Chen Yun. If Hu has a hand in the party's 
cadre policy and personnel work, he may touch the 
delicate network of connections; and if things go wrong, 
Zhao Z.,ang’s work may be bogged down. In addition, 
Deng Yingchao has repeatedly recommended Hu Yao- 
bang to succeed her as chairman of the CPPCC, saying 
that this is the “consensus” of most CPPCC members. 
However, some political old men have misgivings about 
Deng Yingchao’s recommendation. Now, if Hu Yaobang 
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accepts Zhao Ziyang’s request, he may let down Deng 
Y ingchao; and if he accepts Deng Yingchao’s recommen- 
dation, he may let down Zhao. Even Zhao now cannot 
help Hu cope with such a difficult situation. 


Zhao Ziyang must also consider his relations with Chen 
Yun, current chairman of the Central Advisory Commis- 
sion, and others of the old guard. Within the CPC, Chen 
Yun is known as a “master skillful at the final phase of a 
game of political chess." He is good at “calmly waiting 
for changes and opportunities, and gaining mastery by 
striking Only after his political rivals have struck.” In the 
past, he succeeded in turning a chaotic situation into an 
orderly situation. In recent years, Chen Yun has :..ade a 
lot of critical remarks concerning China’s reforms and 
opening up, and has seldom made favorable comments. 
He has criticized such things as construction in the 
special economic zones, grain production and imports, 
the handling of the state’s key construction projects, the 
development of rural industries, prices, and state reve- 
nue, and he has in particular called for more prudence. 
When Hu Yaobang was party general secretary, Chen 
Yun focused his attention on Hu’s work. Now it is 
believed that he has shifted the focus of his attention to 
Zhao’s behavior. It is worth mentioning here that on the 
eve of the 13th pa:ty congress, Deng Xiaoping indicated 
that he would retire from the Central Advisory Commis- 
sion and suggested that the | 3th party congress consider 
how to end the functions of the Central Advisory Com- 
mission, as a transitory institution, as soon as possible, 
so that it would not be involved too much in the 
handling of state and party affairs. However, Deng’s 
proposa! did not win a positive response. People still 
remember the “campaign” to topple Hu Yaobang staged 
by the Central Advisory Commission in early 1987, and 
it 1s generally believed that this event may become a 
precedent for the future in similar circumstances. Hu 
Yaobang gave his political rivals a handle to use against 
himself, and no one can say for certain that Zhao Ziyang 
will not encounter the same fate. In all fairness, the 
student unrest in late 1986 and early 1987 was not 
caused by Hu Yaobang. In general, reforms and open- 
ness in social life will certainly bring about all sorts of 
unrest and shocks, and this is something independent of 
man’s will. In China, the ruling position of the CPC 1s 
bound to feel the impact of such unrest and shocks. If 
there are differences of opinion over issues concerning 
reform and opening up within the (PC leadership and if 
the balance of power is “upset,” it is very likely that the 
political old men will interfere directly in events and 
they will have good reasons and conditions for changing 
the leader. The problem is that the CPC’s ability to cope 
with social unrest and shocks is rather weak, and it seems 
that the only way to maintain the balance is to make 
personnel changes. If Zhao Ziyang is to try to prevent 
himself from being toppled, he must always be highly 
alert. 


It is said that most of the political old men are reluctant 
to step down from the political stage. At the | 3th party 
congress, they could not but step down, but the NPC and 
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CPPCC sessions in March 1988 will provide new oppor- 
tunities for them to grasp some power. So they have now 
begun to take action. Some people guess that as Peng 
Zhen has indicated that he wants to establish a pertect 
legal system within his lifetime, he may not be willing to 
retire from the office of chairman of the NPC Standing 
Committee. Even if he agrees to retire, he will not be 
willing to give the position to Wan Li. As for Li Xian- 
nian, he does not think that Yang Shangkun 1s the right 
person to take over the presidency, because Yang 1s a 
number of years older than he. Maybe Li Xiannian will 
not retire from the presidency unless he can become 
chairman of the CPPCC. He is now involved in a trial of 
strength with Deng Yingchao, and it is still too early to 
say what the final result will be later this year. Before the 
| 3th party congress, Bo Yibo told Deng Xiaoping that he 
would like to be a member of the Political Bureau 
Standing Committee, and Deng criticized him “for giv- 
ing no consideration to the overall situation and being 
preoccupied with personal gains and losses.” After this 
setback, Bo Yibo 1s now trying to become a ‘ice chair- 
man of the NPC Standing Committee at the NPC 
session. The “political enthusiasm” of the above-men- 
tioned political old men will give a lot of additional 
trouble to Zhao Ziyang, and if he cannot properly deal 
with it, another political crisis may occur. 


After the 13th party congress, the constrained forces of 
reform became active again. A number of leading 
reformist theorists, such as Yu Guangyuan, Liu Zaifu, 
Yan Jiagi, and Shao Yanxiang, have restored their 
public presence. Many reform ideas that were expressed 
in August and September 1986 have reappeared in 
newspapers and magazines through the discussions on 
the 13th party congress document, and they are now 
expressed in a more convincing and profound way. It 
seems that after a period of silence and thought, the 
forces of reform have become more mature. 


However, the political shadow caused by the struggle 
against “liberalization” in early 1987 has not yet faded. 
Some prudent people in the forces of reform hold that 
although the upsurge of reform in August and September 
1986 was a gratifying phenomenon, things then devel- 
oped too rapidly and some concrete steps were not 
properly coordinated. This enabled the conservatives to 
find a pretext to foil the reform. efforts. This lesson 
should be borne in mind. At present, the wrongs against 
Fang Lizhi, Liu Binyan, Wang Ruowang, Wang Ruoshui. 
Su Shaozhi, Zhang Xianyang, Wu Zuguang, and Sun 
Changjiang have not been redressed, so their ideas 
remain a “forbidden area.” It is vitally necessary to 
launch another campaign to emancipate people's minds 
and to gather strength of opinion foi advancing the 
reforms. At present the handling of the cases of the 
wrongs against the above-mentioned eight people 1s still 
closely related to the wrangling between the two major 
forces within the CPC. It is still very difficult to remove 
the “forbidden area.”’ The forces of reform must be fully 
aware of this point, and this is also what Zhao Ziyang 
hopes for. 
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For Zhao Ziyang, it 1s Obvious that the problem of these 
eight people must not be put aside and lett unsolved for 
a long time. However, it 1s necessary to create the 
conditions and wait for an opportune moment tor the 
rehabilitation of these eight people. At present, the 
Marxism-Leninism Research Institute of the Academy 
of Social Sciences. which Deng Liqun tried to dissolve, 
still exists. Liu Binyan’s planned visit to the United 
States has recently been approved, and he may make this 
visit in 1988. Liu Binyan and Fang Lizhi have been 
nominated as new members of the CPPCC when it meets 
in 1988. All this is obviously related to the tactics of 
Zhao Ziyang. It 1s said that the appeals filed by Wang 
Ruoshui and Su Shaozhi have been submitted to Zhao 
Ziyaag’s office. Zhao’s opinion on these cases 1s that 
further investigation should be carried out and tacts 
should be verified before any conclusion 1s drawn. It 
seems that Zhao’s prudent approach to these cases 1s 
rather sensible. 


CPC Official Says Policy on Women Unchanged 
OW 121006 Beying NINH A in Enelish 
0911 GMT 12 Jan 8S 


[Text] Beying, January 12 (XINHUA}—A drop tn the 
number of women officials in some areas of China last 
year 1s due to a reduction in the number of official posts 
and introduction of a system allowing more candidates 
to stand for office, a leading official at the Organiza- 
tional Department of the Chinese Communist Party 
Central Committee says. 


It does not, however, reflect any change in the party's 
policies to train and promote women officials. said the 
official in an interview with “Women in China’. repub- 
lished in today’s “PEOPLE'S DAILY”. 


Neither does it reflect a decline in the status of women. 
he said. 


The policies of the party with respect to women remain 
unchanged. 


Asked why the newly-elected Political Bureau of the 
CCP Central Committee has no women full member or 
alternate member, the official said that changes are 
inevitable in the structure of the members of the CCP 
and government leading bodies. 


“It 1s a common occurrence in democratic life that 
sometimes 4 leading body has more women officials and 
sometimes fewer,” said the official. 


He said that on the whole there has been an increase, 
rather than an decrease, in the number of women offi- 
cials in China in recent years. 


From 1983 to 86, female vice-ministers increased from 
ten to 12, woman provincial governors or vice-governors 
went from seven to ten, and female county magistrates or 
deputy magistrates rose from 755 to 805. 
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In the same period, women secretaries and members of 
the standing committees of the province-level party 
committees jumped trom |5 to 24 and female secretaries 
and members of the standing committees of the county 
party committees rose from 720 to 808. 


He conceded some people still retain feudal ideas placing 
men higher than women but said both stand equally for 
promotion on the basis of education, revolutionary com- 
mitment, competency and age. 


He felt people will come to better understand the role of 
women in China’s modernization drive in the course of 
the retorms and with the elimination of old ideas. 


“A large number of outstanding women officials will 
surely come to the fore.” he added. 


More Areas Open to Foreigners 
OW] 22226 Being XINHUA in English 
1142 GMT 12 Jan 88 


[Text] Being, January 12 (XINHUA}—With the 
approval of the State Council, 22 additional counties 
and cities are now open to foreigners, the Ministry of 
Public Security announced today. 


That means for tours in these areas, foreigners with valid 
visas Or residence certificates need no longer apply for 
travel permits. 


These are: 


Hubei Province’s Anlu, Shishou, Tianmen, Yingcheng., 
Xiantao and Xiaogan Cities, and Gongan, Hanchuan, 
Hongan, Huangmei, Jingshan, Quianjiang, Qichun. 
Songzi, Wuxue, Yunmeng and Zhongaiang Counties: 


Xinjiang Uygur Autonomous Region's Fukang, Kuga, 
Shache, Shufu, and Taxkorgan Tajik Autonomous Coun- 
ties. 


Zhao Ziyang Inspects Jiangsu’s Xuzhou 
OW081241 Nanjing XINHUA RIBAO in Chinese 
31 Dec 87 pl 


[Text] Comrade Zhao Ziyang, general secretary of the 
CPC Central Committee, on 25 December inspected the 
old city of Xuzhou [in Jiangsu Province]. He put forward 
a number of important views on how Xuzhou City 
Should do a good job in carrying out reforms, «pening to 
the outside world, and undertaking economic construc- 
tion. 


Comride Zhao Ziyang heard a briefing by Zheng 
Liangyu, secretary of the city party committee. He ihen 
inspected the Xuzhou engineering machiner, »!ant and 
the Xuzhou engineering machinery and caisson plant 
and paid a visit to a memorial hall and monument 
dedicated to martyrs who had laid down their lives in the 
Huaihai Campaign. 
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When Zheng Liangyu talked about the need to make full 
use of favorable local ~onditions and to set a strategy for 
Xuzhou’s economic development, Comrade Zhao 
Ziyang pointed out: You have very favorable conditions 
here. You are close to the Longhai railway and to 
Liangyungang, and you produce coal and limestone. So 
there 1s a great potential for developing building materi- 
als for export. You have resources: first, you have a labor 
force; second, you have stone: and third, you have coal. 
With these resources, you can develop building matert- 
als. Your resources are one of your favorable conditions; 
in addition. you have good transport facilities. You 
should make use of these favorable conditions to develop 
building materials. At present. the building materials we 
produce in China are not enough for domestic use. In 
addition to meeting domestic needs, we should develop 
large quantities of building materials for export in the 
future. Where will the funds tor the four modernizations 
come from” Building materials are an important source, 
and we should give priority to developing them. Since 
your city is very close to the coast, 11 wou'd be conve- 
nient for you to develop building materials. Developing 
building materials does not require much investment, 
technology, or funds. No other country in the world can 
compete with us in this regard 


Comrade Zhao Ziyang said that he was concerned 
whether Xuzhou City had paid attention to adopting a 
competitive mechanism for practicing the managerial 
contracted responsibility system. He pointed out: 
Whether or not bidding 1s conducted before signing a 
contract makes a big difference. In future, cities may 
organize bidding or contracting-out committees to take 
charge of public bidding. These committees should con- 
sist of personnel from finance and notarization depart- 
ments as well as from the various trades and professions. 
It is not necessarily good if the bidding base price 1s set 
too high, for it would be impossible for the contractor to 
achieve the target. Of course, it 1s not good, either, if the 
bidding bas price 1s set too low. In short, the less 
advanced enterprises have a greater potential in con- 
tracting. These enterprises have lagged behind because of 
poor management. When they are contracted out, they 
can quickly catch up with other enterprises. But they still 
have to consolidate themselves. As for the contracting 
base price, if originally it 1s set too high, it should be 
lowered when signing a new contract; if it originally is set 
too low, it should increase a litte when signing a new 
contract. However, the contracting base price should not 
increase too much at once. In this regard, every enter- 
prise should compare its contracting base price with that 
of other enterprises of the same trade. For example, in 
signing a contract, a light industrial or textile enterprise 
in the interior should not set its contracting base price as 
high as that set by its counterpart in Beijing or Shanghai. 
If it did so, no one would want to sign such a contract. 
Therefore, standards in this regard should be different in 
different cities, and it will take some time and several 
steps for a city to follow the standards of another. 
Talking about how an enterprise should utilize that part 
of its profits it retains for its own use, and about how to 
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control rising consumer spending, Comrade Zhao 
Ziyang said: In what way must an enterprise use that part 
of profits it retains? Should it be used for expanding its 
production or issuing bonuses’? When an enterprise with 
low productivity is contracted out, it, all of sudden, 
rewards its staff and workers with many types of bonus- 
es. Its productivity 1s much lower than that of other 
enterprises, but its bonuses are much higher than that of 
others. Although its productivity 1s low, it has a higher 
income because it has been contracted out. However, the 
additional income is used mainly to pay higher wages 
and :ncrease benefits. Although the enterprise’s staff and 
workers benefil, its produccivity remains low. Ultimate- 
ly, it becomes less competitive. It 1s necessary to explain 
to workers that the level of wages and bonuses must be 
compatible with the level of productivity. It 1s essential 
to judge each case on this basis. If an enterprise's 
productivity 1s low, it must not excessively increase its 
wages or benifits. Therefore, in contracting out enterpris- 
es, we must have a standard to judge each enterprise in 
an overall manner. On the one hand, we must enliven the 
economy, while on the other, we must establish stan- 
dards. At least. we must make the leadership of each 
factory realize that any extra income must be used to 
Carry Out more technical innovations. This 1s particularly 
true for backward factories. They must make even 
greater efforts to develop technical innovations in order 
to increase their production capacity. You have asked 
those enterprises with more income to set up a fund for 
risk-taking in order to have a money reserve to be able to 
make up for possible losses. That is a good idea. 


Comrade Zhao Ziyang also talked about unstable factors 
in economic life caused by price increases of raw mate- 
rials. Such price increases also affect investments. He 
emphatically pointed out: When prices of raw materia!s 
increase because of short supply. those factories which 
need those raw materials will have problems. But, if it 
becomes too easy for enterprises to make money, all the 
measures to strengthen management and develop the 
“increase production, practice economy, raise revenues 
and reduce expenditures” campaign wou!d be unneces- 
sary. Prices must be under control for products included 
in ine state plan, while prices for products not covered by 
the state plan may be higher. However, they must not be 
excessively high. All selling and buying transactions of 
goods must be made on the market. Railway or highway 
shipment of goods will be refused if selling and buying 
transactions of these goods are not made on the market. 
Production of goods either covered or not covered by the 
state plan is permitted. The requirement of price control 
is that all transactions must be made on the market. No 
private transaction is allowed. All transactions are legal 
as long as they are conducted on the market where 
notarization and information services are available, and 
where bills payable and receivable are recorded. Price 
control, banking, and ind=strial and commercial depart- 
ments must coordinate with one another. Otherwise, 
prices would be able to increase without limit, with 
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nobody caring anything about it: the goods would go 
through many links ir the marketing chain. and ther 
prices would go higher and higher 


Accompanying Comrade Zhao Ziyang on his inspection 
of Xuzhou were: Zhao Dongwan, minister of labor and 
personnel, Ruan Chongwu, vice minister of the State 
Science and Technology Commission, Zhang Yanning 
vice minister of the State Economic Commission. Zhang 
Ge. deputy director of the Special Economic Zones 
Office of the State Council: and others 


Wan Li Visits Building Materials Exhibition 
OW'] 30329 Beyine XINHUA Domestic Service 
in Chinese 0833 GMT 11 Jan 87 


{By RENMIN RIBAO reporter Zhu Jianhong and \IN- 
HUA reporter Wang Yanrong| 


[Excerpts] Beying, |! Jan (NINH A}—The “morning 
sun” of the building material: industry ts rising above 
China's horizon. People can see its brilliance at the 
“exhibition of achievements made by the national build 
ing materials industry” which opened here today 


The exhibition, sponsored by the State Administration 
of Building Materials Industry, consists of three parts — 
building materials, non-metal minerals and their prod- 
ucts, and inorganic non-metal new materials. On display 
are more than 1,000 products of 80 categories. Accord- 
ing to a Statistics, the total output value of China's 
building materials industry in 1987 amounted to 45.6 
billion yuan, up 14 percent from 1986. [passage omitted] 


Comrade Wan Li took part in cutting the ribbon and 
zealously viewed the exhibition in the company of Lin 
Hanxiong, director of the State Administration of Build- 
ing Materials Industry. In the glass technology exhibition 
hall, Comrade Wan Li. concerned about the problem 
that peasants and primary and middie schools once had 
difficulty in buying glass, asked whether the problem had 
been solved. With various ceramic products betore him, 
Comrade Wan Li said: “These are our strong point and 
we should energetically develop them. When someone 
told him that the interior decoration and bathroom 
equipment in our three-star-class hotels have reached the 
advanced international level. he said in satisfaction: 
“Since we have caught up with others, import of this 
equipment is no longer necessary.” Comrade Wan L1 
said: “The building materials industry has indeed 
achieved great progress and development, thanks to the 
efforts io invigorate the domestic economy and open to 
the outside world. From now on, it should aim at the 
world market, overcome difficulties and surpass the 
advanced international level.” [passage om:tted] 


The exhibition 1s scheduled to close on 25 January 
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Song Jian Meets Hebei Technical Personnel 
SA 130949 Shinachuane HEBEL RIBAO in Chinese 
Js De S7 p / 


{Excerpts} On the evening of 23 December at the Hebe: 


Ciuesthouse, Song Jian, state councillor, deputy leader of 


the leading group for sciency and technology of the State 
Council, and minister in charge of the State Scientific 
and Technological Commission, cordially met with the 
province's technical personnel engaged in scientific and 
technological work on a contract basis, who were attend- 
ing the national meeting to exchange experiences in 
relaxing control over scientific and technical personnel. 
[ passage omitted] 


Present at the meeting were Guo Shuyan, vice minister 
in charge of the State Scientific and Technological Com- 
mission, Yang Jun, adviser to the State Scientific and 
Technological Commission, Xiang Chongyang, vce 
minister of agriculture, animal husbandry and fisheries, 
and leading comrades of our province, including Xing 
Chongzhi, Xie Feng, Li Feng and Wang Zuwu. 


Song Ping Attends Anniversary Forum 
OW 130103 Beying XINHUA Domestic Service 
in Chinese 1534 GMT 11 Jan 88 


[Text] Being, 11 Jan (XINHUA) — A forum was held 
today in Beijing to mark the 50th anniversary of the 
inauguration of XINHUA RIBAO [2450 5478 2480 
1032 New China Daily] and QUNZHONG ZHOUKAN 
[S028 5883 0719 0436 Mass Weekly]. Among those 
attending the forum were Song Ping, Yan Mingfu, Hu 
Ziang, and Qian Changzhao. 


XINHUA RIBAO and QUNZHONG ZHOUKAN were 
both organs of the CPC Central Committee published in 
a Kuomintang-ruled area in the second Kuomintang- 
CPC cooperation period. They were inaugurated in 
Hankou on I! January 1938 and 11 December 1937 
respectively, but both were closed down later by the 
Kuomintang government, one in February 1947 and the 
other in March of the same year. During these more than 
9 years, XINHUA RIBAO and QUNZHONG ZHOUL- 
KAN were under the direct leadership of Zhou Enlai, 
Dong Biwu, Ye Jianying, Wu Yuzhang, Bo Gu, Wang 
Ruofei, and other revolutionaries of the old generation 
who were either working with the CPC Central Commit- 
tee or the party’s South Bureau at that time. In the 8-year 
War of Resistance Against Japan, XINHUA RIBAO and 
QUNZHONG ZHOUKAN carried out the correct prin- 
ciple of “persisting in the war of resistance and opposing 
capitulation, adhering to unity and opposing division, 
firmly making progress and opposing retrogression.” 
After the war victory, they implemented the correct 
principle of “keeping to peace, democracy, solidarity, 
and unification.” 


At the forum, some veteran comrades who had worked 
for XINHUA RIBAO and QUNZHONG ZHOUKAN 
recalled with deep feeling their experience with these two 
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news media and encouraged journalists of the new 
generation io carry forward the fine tradition of the 
party's journalistic work and contribute to the imple- 
mentation of the reform and open policies. 


Song Jian on Science-Technology White Paper 
OW'1 30454 Bejing XINHUA Domestic Service 
in Chinese 1340 GMT 12 Jan 88 


[Excerpts] Beijing, 12 Jan (XINHUA)—The No 2 White 
Paper on major science and technology policies of the 
State Council and the state scientific and technological 
departments in the last 2 years has been published by the 
Publishing House for Scientific and Technological Doc- 
uments. [passage omitted] 


According to Song Jian, state councillor and minister of 
the State Science and Technology Commission, the 
whiie paper on science and technology policies has been 
published so that science and technology circles will 
thoroughly understand and implement the policies, take 
part in supervision and discussion, and strive to ensure 
the correct implementation of state science and technol- 
ogy policy decisions and help perfect them. 


TA KUNG PAO on Modernization of Navy 
HKO81540 Hong Kong TA KUNG PAO in English 
7-13 Jan 88 p 10 


[by Huang Cathong] 


[Text] In the past three years, intensified developments 
have put the Chinese Navy into a new era in terms of the 
quality and quantity of its weaponry. Included are mis- 
siles, and electronic and automatic equipment. 


According to Zhang Xusan, deputy commander-in-chief 
and chief of staff of the Navy, the number of Chinese 
warships in operation has increased nearly 10 times that 
of the 1950s. 


Presently, the Navy has guided-missile destroyers, guid- 
ed-missile corvettes, guided-missile lightboats [as pub- 
lished], conventional and nuclear submarines, all of 
which have been designed and made in China. 


Zhang, at 57, is a veteran maritime warfare commander, 
as well as an expert in naval outfitting. 


He says that “outfitting the Chinese Navy with diverse 
missiles has become an important part of its weaponry 
development”. 


The missile arsenal contains surface-to-ship missiles, 
ship-to-ship missiles, ship-to-air missiles, air-to-ship 
missiles, air-to-air missiles, as well as tactical and stra- 
tegic missiles. 
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Since 1986, the Navy has added some highly modernized 
warships to its fleet. They include the first sealed guided 
missile escort vessel, the first ocean-going training ship, 
and the first underwater weapon experimental ship. 


The sealed guided missile escort vessel, now in operation 
in the East China Sea, is the product of advanced science 
and technology. It is equipped with updated electronic 
instruments, guns, missiles, command and, power sys- 
tems. The vessel can be navigated through satellite 
transmissions, and other ways. 


The ocean-going training ship has been assigned to a 
naval college. It has a displacement of 5,000 tons aad is 
equipped with advanced navigation and medical facili- 
ties. It can sail 10,000 nautical miles without refueling or 
being resupplied with fresh water. 


The large underwater weapon experimental ship pro- 
vides the Chinese Navy with the capability to conduct 
ocean-going deepwater weapon eaperiments. 


While updating its vessels, the Chinese Navy also has 
made progress in forming naval air units, and a marine 
corps. 


The Chinese naval air units are concentrating 02 equip- 
ment systems in recognition of present needs. The air 
units have been equipped with bombers, fighters, attack- 
ers, anti-submarine planes, and ship-based helicopters. 
These combat units are assisted by service planes such as 
reconnaissance planes, patrol planes, ambulance planes, 
electronic-interfering planes, seaplanes and air freight- 
ers. 


Conventional weaponry, such as guns, torpedoes and 
mines, which used to be the main armament for the 
Chinese naval units, have been superceded by new 
equipment and techniques. 


Heavy-capacity bombers with guided air-to-ship mis- 
siles, missile-heating [as published] systems, fire-control 
systems, and new radar devices have advanced the 
combat effectiveness of Chinese air units. 


The newly formed China’s first marine corps is to 
become a highly manoeuvrable and responsive amphib- 
ian arm of the Navy. This unit comprises several servic- 
es, such as land troops, armoured forces, engineering 
forces, anti-chemical troops, communication troops, 
amphibian scouts, and an anti-tank missile force. 


With the modernization of weaponry and technical 
equipment, the Chinese Navy has vastly improved cvor- 
dinate combat effectiveness in the different branches of 
service, including fighting responsiveness, logistical sup- 
ply capability, seafighting and survival abilities. 


In the 1950s-60s, the scope and combat radius of the 
Chinese Navy was confined to offshore waters. 
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Now, naval operations have been extended to the west- 
ern Pacific, and to the sea areas of the Xisha and Nansha 
Islands in the South China Sea. 


In May, 1980, the Navy dispatched a fleet in conjunction 
with China’s launch of a rocket with a landing site in the 
South Pacific. The tleet cruised 130,000 nautical miles in 
the pacific without anchoring in a foreign port for 
supplies, and it fulfilled all major missions. 


In November, 1984, the Navy's J-121 vessel, and the 
scientific research ship ‘“Xiangyanghong 10° embarked 
on a scientific expedition to the deep southern Ocean, 
the vast waters stretching from the Southern Pacific to 
Antartica, where crew members helped set up China’s 
Great Wall research station. 


In 1985, a Chinese naval missile destroyer and supply 
ship sailed to Pakistan, Sri Lanka and Bangladesh for 
goodwill visits. 


These activities, and others, marked considerable 
progress in the modernization efforts of the Chinese 
Navy. 


In the past three years, experts and scholars from the 
Commission of Science, Technology and Industry for 
National Defence, the Military Affairs Academy, the 
Defence University and the Chinese Academy of Social 
Sciences have conferred many times with high-ranking 
naval officers concerning the development and strategy 
of the Chinese Navy. 


The consensus resulting from those discussions 1s that 
the development strategy of the Chinese Navy should be 
offshore defence. 


The offshore defence strategy indicates that China will 
develop a navy strong enough to defend the territorial 
waters on its four seas and its interests concerning the 
vast continental shelves. 


In view of this effort, the Chinese Navy aims to become 
strong, with modern combat effectiveness by the turn of 
the century. 


In weaponry and equipment construction, Vice-Com- 
mander Zhang said that the principal task in the next 15 
years is to make major strides to match world levels. At 
present, the Chinese Navy is pursuing building an effec- 
tive Chinese-style naval air force, focusing on developing 
a large number of naval fighting aircraft, while at the 
same time manufacturing some service planes. 


Also, the Navy will design and manufacture a new 
generation of submarines and big and medium-sized 
warships by incorporating advanced foreign technolo- 
gies. Repeated, and diligent efforts by experts will be 
used in developing new vessels and weapons. 
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According to Zhang Xusan, naval personnel training will 
be aimed at the needs of the 1990s and the 21st century, 


The naval commanders at all levels will be graduates of 


military academies. The Navy also will train its own 
experts and doctors to engage in researching require- 
ment. of contemporary weaponry and future sea war- 
fare. 


In addition, the Navy will build a modern, comprehen- 
sive logistics system with instantly mobile and respon- 
sive supply capability. 


Education for PLA Units Emphasized “I 
HK100858 Beijing RENMIN RIBAO 
in Chinese | Jan 88 p 2 


[Report by Chen Haijun (7115 3189 6511) and Zhang 
Jiajun (1728 1367 6511): “Over 60 Percent of the Cadres 
From a Certain Armed Force Unit of the 2d Artillery 
Corps (China Strategic Rocket Force) of the PLA Have 
Attained the Level of University or Technical Secondary 
School Education”’} 


[Text] A certain unit of the 2d Artillery Corps of the PLA 
has put the training of cadres in the orbit of training 
personnel skilled in two fields. In the past 3 years, on the 
basis of a universal junior and senior secondary school 
education for cadres, university and secondary technical 
school education in scientific and cultural fields has been 
promoted for cadres in various forms in various ways. 
The proportion of the total number of cadres graduated 
from universities and secondary technical schools has 
been raised from 31.6 percent to 65.5 percent. 


This unit 1s equipped with modern weapons and equip- 
ment and is technology-intensive. With the development 
of the national defense undertaking, the means of autom- 
atized command have been increasingly strengthened. 
Yet most of the cadres remained at the cultural standard 
of a junior or senior secondary school. They fell far short 
of the needs of building up the PLA units. This aroused 
the serious attention of the party committee of the unit 
concerned. The raising of the scientific and cultural 
levels of cadres was tackled as an important link in 
raising the fighting power of the PLA units and was put 
in the orbit of training personnel skilled in two fields. A 
5-year plan for popularizing university and secondary 
technical school education for cadres was formulated. 
An investment of more than 200,000 yuan was made. 
University and secondary school education was con- 
ducted for cadres in separate groups over different 
periods of time with various forms adopted through 
different ways. First, local schools and colleges were 
entrusted with the job of running training classes at the 
technical college level for cadres fully or partially 
released from normal work. It was arranged that 100 
basic-level cadres who could not be excused from work 
would join classes for cadres partially released from work 
at the secondary technical school level run by the normal 
colleges in two counties in the area where they were 
posted. Second, professional cadres were organized to 
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participate in correspondence courses run by army col- 
leges and schools. More than 300 cadres in given voca- 
lions took part in correspondence courses organized by 
the 2d Artillery Corps Command College, the 2d Artil- 
lery Corps Engineering College, the Xian College of 
Politics, the Nanjing College of Engineering, the General 
Logistics Department [as published], and so forth. Third, 
cadres were encouraged to take part in national higher 
education examinations for self-taught students. The 
party committee of the relevant unit issued required 
documents and established self-taught student examina- 
tion scholarship funds. One hundred and eighteen peo- 
ple participated in examinations for self-taught party 
and government cadres. Fourth, elite cadres were 
actively selected to pursue higher studies in colleges and 
schools. More than 140 people have been added to this 
army unit every year as graduates from universities and 
secondary technical schools. 


CAAC Growth Increases 20 Percent Per Year 
OW'121214 Beijing X'NHUA in English 
1126 GMT 12 Jan 88 


[Text] Beijing, January 12 (XINHUA)—The Civil Avi- 
ation Administration of China [CAAC] has increased the 
scale of its operations six times over the past decade, the 
“PEOPLE'S DAILY” reported today, quoting a CAAC 
spokesman. 


Since 1987, CAAC has increased its transport volume at 
an annual rate of 20 percent, the spokesman said. 


Last year it carried 12.5 million passengers, 2.5 million 
more than the previous year. 


It also shipped two billion ton/kilometers of freight, an 
increase 400 million ton/kilometers from 1986. 


The airline has established routes throughout the world 
and has turned a money-losing enterprise into a profit- 
making one. 


The spokesman credited the growth to that fact that 
CAAC is now an enterprise responsible for its own losses 
and profits, instead of a purely government department 
as in the past. 


Corruption in Foreign Contracts Uncovered 
HK130354 Beijing CHINA DAILY in English 
13 Jan 88 p 2 


[by staff reporter Qu Yingpu] 


[Text] The newly founded Ministry of Supervision is 
helping many enterprises recoup the money lost through 
corruption in their contracts with foreign firms. 
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The ministry, which officially started operating on Sep- 
tember | 1987, was set up to investigate illegal acts 
against government regulations covering China's eco- 
nomic activities with foreign countries. By the end of last 
year, the ministry had handled 379 cases. 


The most recent was disclosed yesterday. The ministry 
helped the China national Non-Ferrous Metal Import 
and Export Corporation avoid total losses of more than 
$5 million, said Peng Jilong, director of the ministry's 
research office. 


The case began on May 28 last year when Ye Qi, the 
manager of the Guangdong branch of the corporation 
and general manager of the Guangdong Provincial Non- 
Ferrous Metal Import and Export Corporation, 
absconded with HK$223,000 in bribes from a Hong 
Kong businessman and $500,000 he got from two of 
China’s agencies abroad while he was leading a delega- 
tion holding trade talks. 


The ministry arranged for the two corporations to inves- 
tigate all their contracts with foreign firms signed by Ye. 
By the end of November, the corporations chased back 
$1.49 million and avoided potential losses of $3.57 
million. 


In early June, the two corporations urgently informed all 
of China’s agencies and foreign customers and opera- 
tions abroad to cut economic relations with Ye. At the 
same time the co-operative funds of the corporations’ 
foreign agencies were frozen. 


After Ye had gone abroad, he obtained $200,000 from a 
foreign agency of the China Foreign Project Company on 
June 2. The next day he took $300,000 from a similar 
agency. The money was mailed to two companies in 
Hong Kong and Macao. The money has now been 
recovered. 


Since August, the two corporations have discovered 
serious problems in 16 out of 307 contracts for impor- 
tant and export. All 16 were signed by Ye who received 
bribes and allowed exports at low prices and imports at 
very high prices. These had cost the country nearly 
$330,000. If Ye had not been found out, total losses 
would have reached $3.884 million. 


Peng said the country’s legislature departments were 
handling the case and investigating Ye’s activities. Ye is 
still abroad. Meanwhile, a deputy manager of the 
Guangzhou branch company has also been punished for 
corruption. 


In another case handled by the ministry, 43-year-old 
Zheng Huili, Vice-General Manager of the Shenzhen 
Film Company, secretly bought shares in a Hong Kong 
firm with her company’s money. She offered 1.15 mil- 
lion yuan and HK$3 million to the Hong Kong firm. 
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Peng said the woman also allowed a movie made jointly 
by her company and the Hong Kong firm to be played 
openly abroad without permission from the State. This 1s 
the first such case in film making in China. 


Peng said investigation showed Zheng also accepted 
bribes of over 18,000 yuan and HK $2,000. 


The Shenzhen government has sacked her from her 
position as vice-general manager and suggested the city’s 
legislature investigate the crime. 


Peng also revealed the solution of a case of a firm in 
Xian, which started building 14 years ago but never 
finished. 


Journal on Financial Reform Results, Problems 
HK080800 Beijing JINGJI GUANLI in Chinese 
No 11, 1987 pp 25-26, 64 


[Article by Cao Xingren (2580 1630 0088): “Achieve- 
ments and Problems in China’s Financial System 
Reform’—edited by Lin Daojun (2651 6670 0689}) 


{Text} Our country’s financial system reform has been 
going on for over 8 years. The summing up of the 
achievements in the reform and analyzing the problems 
faced will have great significance in further speeding the 
pace of financial reform. 


I 
Important Achievements [subhead] 


A. Reforming the credit funds management system and 
enlivening the banking business. 


In order to have credit funds management accord with 
the demands of the development of a planned commod- 
ity economy and to improve the enthusiasm in all 
aspects of the banking business, we have reformed the 
former management system of “unified receipts and 
expenditure and unified deposits and credit,” and imple- 
mented credit fund management methods of ‘divided 
funds and real credit and deposits”. Thereby, we have 
initially resolved the problem of economic responsibility 
between the various specialized banks and the problem 
of the credit funds “supply system.” This has been of 
benefit in having the central bank strengthen macroeco- 
nomic control over finances and has also been of benefit 
in getting specialized banks to truly operate as economic 
entities and be responsible for their own operations. 


In addition, we have also developed commercial credit 
in a guided and step-by-step way, and experimented with 
fund-raising methods such as shares, debentures, and so 
on. We have experimented with trade discounting mar- 
kets, conducted trust investment business and so on. All 
of these have played a certain role in combing planning 
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with the market, in using diverse financial forms to 
promote a lateral flow of funds, in fully and rationally 
utilizing social funds, and in enlivening finances and the 
economy. 


B. Expanding the Scope of the banking and credit 
business 


In the last few years we have broken through the tradi- 
tional boundaries of the banking business and thereby 
had the credit lever play a role in much wider areas. The 
main reform measures in this area were: 


1. Credit has been provided for fixed assets. We have 
expanded the range of credit business from the area of 
circulating funds to the area of fixed assets, and begin to 
issue credit for equipment needed by enterprises to tap 
potential, engage in renewal and transformation, as well 
as for construction projects which require a short period, 
are small in scale and which see quick results. 


2. Credit has been provided in many areas to diverse 
economic forms. While supporting the whole-people 
Ownership enterprises, there has been overall develop- 
ment in the use of credit to support collective and 
individual economic forms. 


3. The scope of credit has expanded from the provision 
of circulating funds for production to encompass all 
industries and trades. Credit is now supplied to science 
and technology, to cultural and health units, and to food, 
drink, and service industries. 


C. Initially establishing a banking system in which the 
government and party functions are separated. 


Since 1979, the Agricultural Bank of China, the Bank of 
China, the Industrial and Commercial Bank of China, 
the People’s Insurance Company of China and the China 
International Trust and Investment Corporation have 
been successively established or revived. The speed of 
development of financial organs has been especially fast 
over the last 2 years, and the multifunctional and com- 
prehensive Bank of Communications, China Credit 
Bank and China Merchant Bank have been successively 
revived or established. Throughout the country there are 
now over 50,000 rural credit cooperatives, and urban 
credit cooperatives number over |,000. Further more, 
non-bank financial organs such as trust, leasing, and the 
financial companies have also appeared in large num- 
bers. The People’s Bank has shed various of its specific 
business functions and has become the central bank 
specialized in the exercise of macroeconomic manage- 
ment and financial work leadership functions. Thereby, 
a financial system has been initially formed in which the 
central bank acts as guidance, the state banks constitute 
the main part and diverse financial organs concurrently 
exist, and there is coordinated division of work between 
them. 
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D. Changing the closed banking management system and 
widely developing external financial activities. 


Following the implementation of the policy of opening 
to the outside world, and the increase in dealings with 
the outside world, external financial dealings and coop- 
eration have also seen swift development. Our country’s 
financial organs have already begun to issue bonds and 
raise money on international financial markets. The 
Bank of China as a specialized bank handling the state’s 
foreign exchange, has over 300 branches outside the 
country, and has established business agency relation- 
ships with over 1,000 banks in over 150 countries and 
regions. Other banks have also successively developed 
foreign exchange business and have established agency 
relationships with some countries and regions. In the use 
of foreign funds, these are playing an active role. 


E. The reform of the urban financial system is, on the 
basis of experimental points, gradually developing and 
deepening. 


From the beginning of 1986, with the approval of the 
State Council, the State Structural Reform Commission 
and the head office of the People’s Bank set down, in 
three batches, 27 financial reform experimental cities. 
Exploration was carried out to differing degrees and in 
different respects and clear results were obtained. For 
example: It was made clear that the city-level specialized 
banks, and insurance companies should gradually 
become basic-level operational units, implement inde- 
pendent accounting, be responsible for their own opera- 
tions, profits, and losses, achieve their own balances, 
take on risks, and institute internal accounting for sub- 
ordinate organs; various types of savings bank contract 
responsibility systems were implemented which moti- 
vated the enthusiasm of savings personnel and resulted 
in a great increase in savings deposits. Various economic 
responsibility systems were initially established and 
experimentally implemented, including the branch head 
responsibility system, the credit application examination 
and approval economic responsibilitylsystem, the quota 
staff labor management system, and so on. These com- 
bined the expansion of bank enterprises’ operational 
autonomy with the establishment of various types of 
economic responsibility systems, and sought a road by 
which to combine responsibilities, rights, and interests. 
II The Existing Problems [subhead] The reform of our 
country’s financial system has realized great achieve- 
ments and the banks have gradually freed themselves 
from the position of being solely accountants and the 
receivers and dispensers of money. In the development 
of the national economy they are playing an increasingly 
important role. However, as there has been insufficient 
theoretical preparation for the reforms, and because of 
the complex environment which objectively exists, in the 
reform of the financial system there remain many prob- 
lems. They are specifically manifested as follows: 


A. The position of banks has not been basically changed. 
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During the reforms the position of banks has been raised 
and they have been paid more attention than previously. 
However, they still do not have the position they should. 
People believe that in terms of the banks’ importance in 
economic development it is only necessary to stress the 
responswbilities of the banks, and they often overlook 
the appropriate autonomy which is suited to this. For 
example: 


|. The central bank does not have independence in terms 
of money policies. 


The establishment of the central bank indicated the 
affirmation of the regulatory and control role of the bank 
in the national economy. However, the question of the 
independence of the central bank has not been resolved. 
The central bank is still in a passive position in national 
economic planning and in its relationship with the 
financial administration. The old system whereby “the 
planning commission places the orders and the banks 
pay the money,” and “‘when the financial administration 
has difficulties, the banks take care of them” has not 
been truly changed. Also, in the management of foreign 
exchange and foreign debt, the central bank does not 
have the power of initiative in balancing the interna- 
tional balance of payments. 


2. The responsibilities of specialized banks in guaranteed 
provision of funds to enterprises have become heavier. 


Under the old system, the banks guaranteed the provi- 
sion of floating funds to enterprises. In the reforms, not 
only has there not been major changes in this situation 
but, because the banks manage floating funds in a 
unified way, it has become more serious. It has given rise 
to a situation where thousands of units engage in invest- 
ment, but only the banks guarantee the supply of floating 
funds. Further, as bank credit has expanded to include 
the area of fixed assets, it means that banks’ autonomous 
Operations are subject even more to interference from 
the local planning and economic committees. This has 
provided major obstacles to the work of changing banks 
into enterprises. 


B. The situation of ““everyone eating from the same big 
pot” has not yet been thoroughly broken down. 


The reform of the credit funds management system has 
imposed certain restrictions on the use of credit funds. 
However, because the assets and funds relationships 
between banks and the financial administration, 
between specialized banks and the central bank, and 
between the upper and lower levels of the specialized 
banks, have not been clearly set down, the problem of the 
financial administration and the specialized banks eat- 
ing from “the same big pot” of the central bank, and the 
lower level specialized banks eating from ‘“‘the same big 
pot” of the upper levels has still not been resolved. 


C. The internal management methods in specialized 
banks have not yet been changed. 


NATIONAL AFFAIRS 


Within the specialized banks the “large, unified” admin- 
istrative Organ management methods of the people's 
bank period have been retained. The organizational 
systems in banks, their personnel management systems, 
and their wage distribution systems are all like those of 
State organs. Thus, the problem of organs being over- 
staffed, of serious bureaucratism, and of low efficiency, 
are also the same. The business of some basic level 
Operations is becoming daily more strenuous, but their 
requests for increased staff are seen as “recruiting cad- 
res” and are subject to the controls of quotas. This 
results in business development being impeded. 


D. The structure of the financial system is not in accord 
with the development of the financial industry. 


At present, the financial system is still unable to accord 
with the demands of economic development. First, it 
does not accord with the demands of the development of 
diverse economic forms and of diverse operational 
forms. The development of the collective and individual 
economies, the contracted and leased operation of 
whole-people ownership enterprises and the series of 
measures taken to strengthen the vigor of enterprises all 
require that the banks provide convenient and flexible 
financial services. However, at present there are few 
network points for the major banks, service 1s not 
flexible and work efficiency is low. Also, in the banks the 
situations of it being difficult to open an account, 
difficult to close an account and difficult to deposit are 
still quite serious. Second, as competition is being devel- 
oped between the specialized banks, and especially with 
the establishment of the multi-function, comprehensive 
Bank of Communications, the specialized banks which 
are involved in the competition have tended towards 
becoming comprehensive. This tendency will inevitably 
affect the completion and implementation of the policy- 
type credit tasks and the state administrative manage- 
ment function the specialized banks bear. 


E. The reform of the urban financial system brings with 
it new contradictions. 


The reform of the financial system which has urban 
operations as its center has affirmed basic operational 
units engaged in urban operations, and this has given 
certain vigor to urban businesses. However, at the same 
time the reform has strengthened the regulatory role of 
the various levels of the central bank. This has meant 
that the vertical leadership of the headquarters and 
branch offices of the specialized banks has been weak- 
ened. 


The above problems show that our country’s financial 
system reform has only just begun and that the tasks in 
future for the reform will be extremely arduous. 


Article Discusses Dual Financial System 
HK080806 Beijing JINGJI GUANLI in Chinese 
No 11, 1987 pp 27-28 


[Article by Zhu Jicheng (2612 4949 6134): “Dual Finan- 
cial System and Financial System Reform’—edited by 
An Luming (1344 6424 2494)] 
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[Text] In our country’s present financial system there 
exists the phenomenon of duality. Through an analysis 
of this dual financial system this article will attempt to 
explore the best choices in exercising macroeconomic 
control under this system, and the avenues for further 
promoting the reform of the financial system. 


The Dual Financial System and its Benefits and Disad- 
vantages [subhead] 


The major manifestations of the duality of our financial 
system are: 


A. The duality in obtaining of funds by the specialized 
banks. At present the specialized banks, apart from 
obtaining funds from the upper levels, have begun to 
obtain funds from the market and from corresponding 
central bank branch organs. The rise of various types of 
call loan markets has already begun to form a criss- 
crossing financing network which extends across regions 
and across specialities (specialized banks). A consider- 
able proportion of the funds of specialized banks are 
obtained from these markets. That is, obtained from the 
market. Further, when specialized banks do not have 
sufficient funds they borrow or rediscount from the 
central Bank. This is another way of obtaining funds 
from the market. 


B. The duality in the way funds are obtained by enter- 
prises. Enterprises no longer simply obtain credit from 
banks. They also obtain funds from society through 
direct financing methods. The concurrent existence of 
indirect and direct financing methods means that enter- 
prises have changed from obtaining basic funds from 
banks, to obtaining funds from the market. This has 
produced a duality in the way enterprises obtain funds. 


C. A duality of interest rates. What is referred to as the 
interest rate system, not only includes the interest rates 
charged by banks on funds provided to enterprises, but 
also the inter-bank call loan interest rates, the interest 
rates on negotiable securities, and so on. At present, 
restrictions placed on interest rates which banks charge 
on credit to enterprises are too tight and basically there 
are no market rates. However, the inter-bank call loan 
rates are continually moving in accordance with the 
supply-demand situation for funds. The interest rates 
and dividend rates on negotiable securities issued by 
enterprises are in general higher than savings deposit 
interest rates, and we cannot speak of a unified interest 
rate. Thus in the area of interest rates there also exists the 
phenomenon of duality. 


D. The duality of financial organs. At present, apart from 
the four major specialized banks, many other financial 
organs have appeared. Most of these financial organs are 
local collective and shareholding-type financial organi- 
zations such as trust investment companies, urban credit 
cooperatives, and various types of financial service and 
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leasing companies. These financial organs rely on the 
funds they have organized to issue credit and they are 
Situated outside state credit planning. 


The appearance of the dual financial system has major 
significance in our country’s financial history. It shows 
that we have broken through the unitary planned finan- 
cial system and that we have taken an important step in 
the reform of the financial system. This type of financial 
system has its beneficial aspects but it also has disadvan- 
tageous aspects. 


The beneficial aspects of the dual financial system are 
manifested as follows: 


It can reduce the turbulence of the process of financial 
system reform. If, in the reform of the financial system, 
there is a rapid transition from the planned control 
system to a system of regulation by market mechanism it 
could easily lead to major shocks in the financial econ- 
omy. We can take the reform of interest rates, which are 
relatively sensitive, as an example. If the interest rates 
are completely subject to market regulation, because in 
our country’s economy total supply is less than total 
demand and our country cannot supply large amounts of 
funds, a situation of fund shortage will exist for a long 
time. On the other hand if the interest rates for the funds 
obtained by enterprises are too high, the burden they 
bear will be too heavy and the majority of enterprises 
will have no way of continuing with normal operations. 
Thus the interest rate system should still have the 
state-controlled planned interest rate as its main part, 
and this should be supplemented by market interest 
rates. In this way, the state-controlled interest rates will 
be appropriately relieved. This dual interest rate system 
can provide a “window” for the central bank in fixing 
appropriate interest rates, while being able to avoid 
major economic fluctuations. Further, if the amount of 
direct financing is too large it will be difficult for the 
banks and other economic departments to exercise 
supervision over the avenues through which enterprises 
obtain funds from the funds market. This is especially so 
in a situation where enterprises’ budget restrictions are 
soft, as the input of a large volume of funds will lead to 
investment inflation. Thus, the amount of direct financ- 
ing cannot be too great and must only be a supplemen- 
tary measure for indirect financing under the dual finan- 
cial system. 


The dual financial system is beneficial in discovering 
breakthrough points in the establishment of a new sys- 
tem. The top-to-bottom monopolies of the several large 
banks is the greatest obstacle at present to financial 
system reform. Breaking down the old banking system 
and developing financial organs other than specialized 
banks will be a new breakthrough point in financial 
reform. 


Although the dual financial system has beneficial 
aspects, in the final analysis, the problems exceed the 
benefits. These are specifically manifested as follows: 
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It is easy for blanks to appear in macroeconomic control. 
Following the increase in the market component of the 
economy, direct control of funds will see a decline. 
However indirect macroeconomic controls have not 
been appropriately established and thus the blanks left in 
control by the dual system will result in serious setbacks 
in economic development. The loss of macroeconomic 
control in 1984 and the economic “landslip” in the first 
quarter of 1986 are powerful proofs of this problem. 


The dual financial system obstructs the rational flow of 
funds. The present financial market is small in scale and 
a national, unified market has not been formed. The 
several large specialized banks, under the control of state 
credit planning, allocate funhs vertically, cutting off the 
lateral financing of the funds markets. Funds cannot 
flow to the departments in which results are greatest, the 
rational flow of production factors is obstructed, and it is 
very difficult to improve the economic results of the 
whole society. In fact under the dual system, the finan- 
cial industry still lacks motive power. Although financial 
Organizations other than specialized banks do euxist, it is 
very difficult for their funds power to compete with that 
of the specialized banks. II Financial System Reform and 
Macroeconomic Regulation and Control Under the Dual 
Financial System [subhead] Under the current dual 
financial system, the achievement of macroeconomic 
regulation and control of funds and the promotion of 
financial yyiem reform should be carried out through 
the following means: 


A. Strongly developing financial organs other than spe- 
cialized banks, so as to promote the change from the old 
system to the new. If we are to promote the establish- 
ment and development of the new system we must 
greatly develop various types of financial organs other 
than the specialized banks, and further open up and 
enliven the financial market. At the same time we must 
reduce the power of the four specwalized banks and 
promote a weakening of the old system. When making 
choices in deveivping various types of financial organs 
and opening and enlivening the financial market, we 
should adopt a cautious attitude in respect of the latter. 
This is because: 1) At present, the volume of floating 
money in our country is limited, which restricts the 
development of financial markets; 2) Prices are irratio- 
nal and we cannot guarantee a rational flow of funds; 5 
In a situation where the economy is not very developed 
and there is a serious deficiency of funds, bank credit is 
the most capable form for mobilizing and centralizing 
limited funds, and thereby guaranteeing the develop- 
ment of the national economy. In order to aid the 
development of financial organs other than specialized 
banks the state can adopt some economic measures. As 
long as the various financial organs accord with the 
requirements of the relevant regulations they should all 
be allowed to do business. B. Having various types of 
indirect regulatery and control measures accords with 
the current dual financial system. The existence of the 
dual financial system requires the concurrent use of 
direct and ind rect comiroi measures. At present there is 
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an excessive amount of direct regulatory and control 
measures, and there are insufficient indirectly regulatory 
and control measures. This 1s especially so in the situ: - 
tion where various types of financial organs other than 
specialized banks have appeared and direct financing 1s 
developing daily. The market economy component in 
the financial industry is increasing daily and this 
urgently requires that there be indirect regulatory and 
control measures. 


C. Adopting necessary methods of division so as to 
reduce the friction under the dual system. The dual 
financial system determines that in the finance industry 
there will exist much infiltration and much friction. In 
order to reduce this friction it 1s obsolutely necessary to 
adopt a series of appropriate divisional measures. Under 
the present situation it is possible to cut off a slice of 
business for the trust and investment companies and the 
various credit organs other than specialized banks. This 
will be a part of regulation by market mechanism. The 
credit interest rates of trust and investment companies 
are quite high and the restrictions on investing are quite 
hard. However trust and investment companies do not 
absorb current deposits and there 1s little chance of 
credit inflation occurring. Therefore the method of “cut- 
ting off a slice” 1s feasible. 


D. The dual financial system accords with our country’s 
dual economic system. If we are to reform the current 
financial system it is necessary to fully consider the 
environment external to the financial system, and com- 
bine that with the overall economic system. Thus, finan- 
cial reform must not go too far. It is necessary to adopt a 
prudent attitude, especially in respect of turnign banks 
into enterprises. Enterprises’ investment hunger 1s asso- 
ciated with their profit-seeking motive, and this exacer- 
bates the contradiction between overall supply and 
demand. The widening of the differential between total 
demand and total supply would also increase the differ- 
ential between planned prices and market prices. As the 
differential between the two types of prices increases the 
friction between the two economic system will increase, 
and this will mean further friction with the two financial 
systems. In brief, wherever the dual economic systems 
go, there should go our dual financial systems. They 
should not go ahead of them and they must not fall 
hehind. 


Economic Commission Minister on Production 
HK090909 Beijing JINGJI RIBAO in Chinese 
15 Dec 87 pl 


[Article by JINGJI RIBAO reporters Wang Yuling (3769 
3768 3781), Yang Guomin (2799 0948 3046), and Tuo 
Zhen (16417201), and contributing reporter Li Sheng 
(7812 0581): “Reduce Demand To Ensure Production, 
Strive for Flexibility While Tightening Up—Ye Qing 
(0673 7230), Minister of the State Economic Commis- 
sion, Speaks about Production and Circulation”’] 


[Text] On 12 December, these reporters interviewed Ye 
Qing, minister in charge of the State Economic Commis- 
sion, in his office. 
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[Question]: Is it true that since the beginning of this year, 
stimulated by the drive to deepen the reform and by the 
“double-increase, double-economy” campaign, the 
national economy has developed in a steady and coordi- 
nated way? 


Ye Qing: Yes, it is so. The accumulative total industrial 
Output value from January to November amounted to 
933.7 billion yuan, an increase of 14.9 percent over the 
same period last year. If the November leve! can be 
maintained in December, the industrial growth rate for 
the entire year is expected to be 14 percent. If it is 
surpassed, the |2-month growth rate will be higher than 
14 percent. 


During the January-November period, total retail sales 
of society commodities came to 467.9 billion yuan, a rise 
of 17.6 percent against the same period last year. A 17 
percent increase in this regard is expected for 1987 asa 
whole. From January to October the budgetary output 
value of industrial enterprises was up by 11.7 percent, 
their sales income up by 19.2 percent, and the profits 
they handed in to the state as taxes up by 10.6 percent 
over the previous year. Hence a synchronous increase 
has been basically achieved in these three areas. 


[Question]: In spite of that, are there any problems we 
cannot ignore in this year’s economic development? 


Ye: One problem is that society’s general demand sur- 
passes general supply; the gap between society's purchas- 
ing power and the availability of commodities continues 
to widen; there are some destabilizing factors; and the 
market has become strained from being brisk. 


Another problem is that the contradiction between pro- 
duction and the product mix is quite noticeable. 


The third problem is that economic results leave much to 
be desired. Due to a drastic rise in the prices of capital 
goods and enterprise mismanagement, the comparable 
losses of industrial enterprises’ products between Janu- 
ary and October rose by 4 percent, and the number of 
loss-making enterprises and the amount of their losses 
increased. 


[Question]: How do you view this year’s high industrial 
growth rate? 


Ye: Apart from the improvement in production condi- 
tions in the energy and raw and semifinished materials 
industries, and the role of the double-increase, double- 
economy campaign coupled with the drive to deepen the 
reform in stimulating production, the high growth was 
mainly generated by society’s demand. It seems that the 
excessively high growth of industrial production will last 
for several more months. However, with a gradual con- 
traction of demand and a tightening of money supply, 
plus the influence of some other non-economic factors, 
after a period of overgrowth industrial production will 
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enter a stage of relatively low growth. This will very 
likely be at the end of the first quarter and the beginning 
of the second quarter of the coming year. We must be 
prepared for this. 


[Question]: What are the principles for next year’s eco- 
nomic work? 


Ye: We will implement the general principle of ‘further 
stabilizing the economy and deepening the reform.” 
Specifically, we will reduce demand, ensure production, 
and strive for flexibility while tightening up. Since the 
uncertain factors in economic development are many, 
the situation in energy, raw and semifinished materials, 
foreign exchange, and transport is becoming more 
strained. Moreover, since the inflated consumption 
funds have not been checked we have to face great 
difficulties in next year’s economic work. 


Next year’s industrial growth rate is projected to be 7 to 
8 percent and the growth in retail sales volume for 
society commodities to be 17 percent. Product gq. lity 
will be fairly greatly improved and consumption 
reduced. The growth of profits and taxes will be higher 
than that of output value, and there will be a fairly big 
improvement in state financial revenues. In a word, we 
will try every possible means to attain better economic 
results. To achieve this we will first thoroughly conduct 
the double-increase, double-ec »nomy campaign, reduce 
consumption, improve quality, cut expenditure, turn 
losses into profits, and pay particular attention to safety 
in production. Second, we will boost the production of 
readily marketable goods, improve the product mix, and 
keep the market stable. Third, we will improve product 
quality and reduce material consumption. Fourth, we 
will make the best use of the situation and expand 
exports to boost foreign exchange earnings. We are still 
bullish about next year’s world markets. Therefore, 
efforts will be made to effectively regulate and control 
the macroeconomy and to enthusiastically encourage 
exports while meeting moderate domestic demand. 
Fifth, we will develop and perfect capital goods markets, 
ensure the free flow of materials, and reduce steel 
products in stock by 3 to 5 million tons while reforming 
the materials structure. Sixth, we will continue to make 
every effort to ensure losses are turned into profits and 
boost financial revenues. 


In addition, there is still an important task to perform: 
Industrial enterprises should put achieving technological 
progress in the first place. We should push scientific and 
technological progress in such areas as product stan- 
dards, measurement, inspection and testing, patents, 
information, the manufacture and development of new 
products, technology importation, and _ technological 
improvement, and continuously churn out low-consum- 
ing products that function efficiently to meet market 
demands. 
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‘Sparking Plan’ Yields 9,000 Projects 
OW 130539 Beijing XINHUA in English 
1314 GMT 12 Jan 88 


[Text] Beijing, January 12 (XINHUA) —China has 
established 9,000 projects in line with its “sparking 
plan”, FINANCIAL TIMES reported today. 


The projects have a combined investment of five billion 
yuan, and 40 percent of the investment have been 
provided by ditterent banks in China. 


The banks have become the major investor in this 
national plan, which is designed to boost the country’s 
rural economy through the introduction of science and 
technology. 


The “sparking plan” was initiated by the State Science 
and Technology Commission in 1985. Since then, it has 
received support from the banks. 


It is reported that projects under the “sparking plan” are 
generally more successful than other projects. One yuan 
of investment in such a project generates as much as ten 
yuan in Output value a year. 


LIAOWANG Views Grain Shortage Problem 
HK131155 Hong Kong LIAOQWANG OVERSEAS 
EDITION in Chinese No 52, 28 Dec 87 p 1 


{Letter From Beijing” by Bao Xin (7637 0207): “Ensure 
Steady Growth of Grain Production”] 


[Text] Dear Brother: 


The State Council recently issued a circular to the 
governments of all provinces, municipalities, and auton- 
omous regions and the departments concerned on doing 
a good job of grain work. This may be of interest to those 
who are concerned with China’s affairs. Not long ago a 
number of cities on the mainland rationed pork. As grain 
is being emphasized at the moment, has something gone 
wrong with agricultural production in the mainland? The 
achievements of rural reform ever since the 3d Plenary 
Session of the 11th CPC Central Committee are obvious 
to all. Since agricultural production has developed rap- 
idly, how come the problems of meat and grain have 
cropped up one after another? 


Owing to a lack of understanding of the inside story, 
many people had misgivings about the question. China’s 
agricultural production developed by leaps and bounds 
from 1979. The total output of grain increased by over 
100 billion kg in the 6 years from 1979 to 1984, approx- 
imately the total increase in the 22 years from 1957 to 
1978. The achievements were remarkable and the 
growth exceptional. However, grain output decreased by 
over 20 billion kg in 1985. Although grain output 
increased from 1986 to 1987, the figure did not exceed 
the record output of 1984. 
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Why? How should we view the temporary falling-off in 
grain production? In my opinion, it is a new problem 
that has emerged in the course of advance. Owing to the 
single-product economy in rural areas a few years ago, 
the peasants were mainly engaged in farming. As a result, 
very few peasants were involved in diversified econo- 
mies. The implementation of the responsibility system in 
agricultural production and the price increase tor grain 
and farm produce following the 3d Plenary Session of the 
11th CPC Central Committee enormously aroused the 
enthusiasm of the peasants. Grain output increased 
rapidly within a short period which resulted in invigo- 
rating diversified economies in the rural areas and 
further developing rural industries. This should be 
regarded as a good thing and a manifestation of rural 
economic prosperity. However, it also brought some 
problems. With more opportunities to make money, the 
enthusiasm of the peasants for farming, particularly 
growing grain, was dampened. This phenomenon was 
prominent in places where commodity economy devel- 
oped rapidly. In a certain county in southern Jiangsu, the 
majority of the peasants were employed in the village- 
run factories. As a consequence, farming became their 
sideline occupation. The situation is better in places 
where commodity economy is still underdeveloped. 
However, problems still exist in varying degrees. As the 
state recently abolished the system of state monopoly for 
purchase and marketing of grain which started in the 
1950's, in the course of implementing the contract 
purchase system, the administrative, industrial, and 
commercial departments of some localities pocketed the 
chemical fertilizers and capital goods which should have 
been given to the peasants according to the contracts. 
This also dampened the enthusiasm of the peasants for 
growing and selling grain. Moreover, with the rapid 
development of agricultural production over the past few 
years, a number of localities neglected farmland con- 
struction. The existing projects are not properly main- 
tained and some are even damaged. As a result, the 
irrigation area decreased. All localities have taken the 
matter seriously beginning from last year. Nevertheless, 
it will be some time before real successes can be 
achieved. 


The above mentioned factors led to a decrease in the 
mainland’s grain production. Even calculated according 
to the record figure of 1984, the average per capita is 
only 800 jin. This is not enough for food, seed stock, 
fodder, and industrial purposes. Owing to the population 
increase in recent years, consumption of grain also 
increased (meat, eggs, milk, and fodder are all trans- 
ferred from grain). As the output of grain did not 
increase, there is quite naturally a shortage in supply and 
marketing (the short supply of meat is more or less 
related to this matter). Nonetheless, the amount of grain 
consumed every day by the people will not be affected. 
The grain ration will continue to be supplied to urban 
people at the original price. 


The people’s government attaches great importance to 
the matter. Departments from the top to the lower levels 
are now busy working for the development of grain 
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production. Naturally, the first thing to do is to encour- 
age peasants to grow grain. Some people proposed rais- 
ing the purchase price of grain and letting peasants make 
more profit by growing grain. This is indeed a good 
method. However, the state’s financial capacity is limit- 
ed. Moreover, if the marketing price increases with the 
rise in purchase price, it will me difficult for the consum- 
ers to bear the burden. Even if the purchase price 
increases by 100 percent, it 1s still lower than engaging 
industry and doing business in some localities. There- 
fore, it will not produce any good results to merely 
increase the purchase price of grain. 


It is gratifying that some useful experience has been 
gained in various localities. For example, Shunyi County 
in Beijing's suburbs passed on the land contracted by 70 
percent of the county’s labor force working in township 
enterprises to the peasants engaged in farming. As a 
result, a peasant’s possession of land increased from 4 or 
5 mu in the past to 15 or 20 mu. With the aid in farm 
machines given by township enterprises, the annual 
profits of a peasant engaged in farming exceeded the 
profits of a peasant working in a factory. The enthusiasm 
of the peasants for growing grain ran high, the county's 
industry developed, and the output of grain increased 
steadily. This indicated the prospects for agricultural 
development in many similar localities. 


Meanwhile, the state also adopted many measures to 
ensure the steady growth of grain production, such as 
insisting On contract purchases, ensuring the supply of 
chemical fertilizers and diesel to the peasants, the central 
authorities contracting grain purchase and marketing 
quotas to all provinces, laying equal stress on increasing 
production and practicing economy, persisting in con- 
suming grain sparingly and in a planned manner, and 
adopting compulsory means to sell grain at the original 
price (these measures and the results are often carried in 
newspapers). With the efforts made over a period of 
time, I believe that a completely new picture will replace 
the current passive state of affairs. From a long-term 
point of view, we cannot slacken our efforts on grain as 
China has a large population of | billion with limited 
arable land. 


Bao Xin 
21 December 


Teachers Urgently Required in Minority Areas 
OW 120454 Beijing XINHUA in English 
0245 GMT 12 Jan 88 


[Text] Beijing, January 12 (XINHUA)}—More emphasis 
should be put on universal education in the minority 
areas, says the State Nationalities Affairs Commission. 


Today’s “CHINA DAILY” quoted an official from the 
commission’s Education Department as saying that pri- 
mary and middle ranking intellectuals are needed even 
more badly than highly talented personnel in these areas. 
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Lack of teaching staff and a shortage of funds have 
impeded effort to popularize the 9-year compulsory 
education program in ethnic minority areas, said the 
official. 


Seventy million of China's | billion people are ethnic 
minorities living in half of the country’s areas. 


But geographical and other natural and historical disad- 
vantages have often made it hard for education to 
develop. Minorities are scattered in remote, border, or 
mountainous regions with little access to modern means 
of transport. 


Many students in the minority areas have been enrolled 
in colleges and universities in the interior of the country. 
But, after graduation, some minority students are not 
willing to go back to their home areas and some are given 
jobs in the locality. 


“This means the teaching levels in these areas can hardly 
be improved,” said the official, “and teachers, especially 
primary and middle school teachers and medical person- 
nel, are badly needed, and so are the technical personnel 
with some knowledge in agriculture, animal husbandry, 
and grasslands production.” 


In order to train more teachers for the minority inhab- 
ited areas, commission has decided to cancel the middle 
school attached to the Institute for Nationalities and set 
up a teachers training centre instead. The centre will 
invite retired teachers in Beijing to give short-term 
classes for minority teachers. 


Because of the scattered minority population, the Gov- 
ernment encourages localities to set up boarding schools 
to improve primary and middle school education in 
these areas using a 100 million yuan special education 
subsidy fund each year. 


The local governments will also allocate funds to 
improve educational conditions. 


There are more than 5,000 boarding schools in 14 
minority areas which have | million primary and middle 
school students. 


The boarding school system has proved helpful in the 
past few year said the official. But in some very poor 
areas, the enrolling rate of preschool children is as low as 
45 percent. 


Teachers To Take Qualification Examinations 
HK 130346 Beijing CHINA DAILY in English 
13 Jan 88 p 3 


[By staff reporter] 


[Text] To raise the level of basic education and teacher 
quality, the State Education Commission has decided to 
give qualification examinations to all primary and mid- 
dle school teachers. The tests will start this year and 
continue until 1991. 
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A circular recently issued by the commission says this 
year’s examination will be held in August. The commis- 
sion will draw up the examination for middle school 
teachers, and the education departments of al! provinces, 
municipalities and autonomous regions will be respon- 
sible for examinations for their primary and kindergar- 
ten teachers. 


For teachers of Japanese, Russian, and minority nation- 
alities’ languages, each province, municipality and 
autonomous region will take responsibility for the exam- 
inations. 


Zhu Bo, an official of the education commission, said 
more than 42 subjects will be included in the examina- 
tions. Teachers will be tested on the courses they are 
teaching, and on teaching methods and educational 


psychology. 


Chinese language, writing, foreign literature, history, 
mathematics, biology, geography. physics and chemistry 
will be included in the examinations. Zhu said. 


He said there are more than 8.2 million middle school 
and primary school teachers in the country. Among 
them, there are 510,000 senior middle school teachers 
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but 60 percent of them do not reach State competency 
levels. There are more than 2.23 million junior middle 
school teachers, but 72 percent of them are below State 
levels. Of the 5.4 million primary school teachers, 37 
percent are not up to State levels. 


The State requires that senior middle school teachers 
have four years of university or college education, junior 
middle school teachers have three years of higher educa- 
tion and primary teachers have two years of higher 
education. 


Zhu said the commission is planning to give the exami- 
nation once a year till 1991. All teachers will be expected 
to pass the examination and obtain a teaching qualifica- 
tion certificate. 


Those who fail to pass in the next four years will be 
assigned to other jobs. 


The circular says those with higher learning levels are 
encouraged to take the examination this year and those 
with lower educational levels will be encouraged to study 
first and then take it later. 
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Central-South Region 


Shenzen Official Punished for Violating Rules 
OW 121212 Beijing XINHUA in English 1103 GMT 
12 Jan 88 


[Text] Shenzhen. January 12 (XINHUA)}—A Shenzhen 
official has received disciplinary punishment for seeking 
profits from privately acquired shareholdings in a Hong 
Kong enterprise at the expense of state interests, XIN- 
HUA learned here today. 


As her case also involves economic crimes, the Shenzhen 
city government suggested that she be sued according to 
law. 


Zheng Huili, deputy chief manager of Shenzhen Film 
Company, became a shareholder in a Hong Kong enter- 
prise in 1985. 


While conducting business with the Hong Kong enter- 
prise, she provided it with public funds totaling 1.15 
million RMB (including 390,000 yuan retrieved before 
being paid out), and three million Hong Kong dollars for 
long-term use, resulting in a heavy loss for the Chinese 
side. 


She also ignored state regulations by showing a film, 
co-produced with the Hong Kong enterprise. outside of 
China, without the approval of higher authorities. 


Investigations by the Shenzhen Government show that 
she also took advantage of her position to appr< -r.ate up 
to 18,000 rmb and 2.000 Hong Kong dollars in public 
funds. 


The Shenzhen Government believes that Zheng’s activ- 
ities have violated relevant rules for Chinese Govern- 
ment employees and has decided to discharge her from 
public employment. 


Hubei Secretary Attends Economics Meeting 
HK130520 Wuhan Hubei Provincial Service 
in Mandarin 1000 GMT § Jan 88 


[Excerpts] How are we to expedite the current develop- 
ment of commodity economy in our province during the 
process of deepening reform of the economic structure? 
Leaders of the provincial party committee today held 
consultations and a dialogue in Wuchang on the above 
question with more than 20 related experts and profes- 
sors from the Wuhan area. [passage omitted] 


When the experts and professors arrived at the (Xinlou) 
conference room of the (Donghu) Guesthouse shortly 
after 0800 today, Guan Guangfu and Qian Yunlu, sec- 
retary and deputy secretary of the provincial party 
committee, stepped forward to greet them and cordially 
shook hands with them. [passage omitted] 
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The leaders of the provincial party committee yesterday 
afternoon discussed with the experts and scholars several 
issues Concerning Hube1’s education and science and 
technology. They also discussed stabilizing the economy. 


As our station reporters (Liu Weizhu) and (Wang Guo- 
qun) filed this report shortly after 1600 today, the 
meeting was still in progress in a warm and lively 
atmosphere. 


North Region 


Hebei Secretary Attends CPC Plenary Session 
SK130950 Shijiazhuang HEBEI RIBAO in Chinese 
26 Dec 87 p 1 


[Excerpts] The Fifth Plenary Session of the Third Hebe: 
Provincial CPC Committee opened in Shijiazhuang, the 
provincial capital, on the morning of 25 December. 


“In the new year, our major tasks are to follow the party 
Central Committee's principle of further stabilizing the 
economy and further deepeniug the reform with the 
guidance of the guidelines of the 1 3th Party Congress, to 
intensify the education on the basic line of the party, to 
accelerate the pace in reform and opening up focusing on 
economic construction, to improve party building, to 
improve economic results by ‘developing Hebei through 
science and technology, and to further promote our 
province’s building of the ‘two civilizations.” These 
tasks were put forward in the report to the session by 
Xing Chongzhi, secretary of the provincial party com- 
mittee, on behalf of the Standing Committee of the 
provincia! party committee. 


The major task of this session is to study and define the 
tasks for the province next year in line with the guide- 
lines of the | 3th Party Congress. The session will discuss 
and approve Xing Chongzhi’s report entitled “Brave the 
Way Forward With the Guidance of the Guidelines of 
the 13th Party Congress." Members of the session will 
determine our province’s economic development strat- 
egy for “developing Hebei through science and technol- 
ogy” for the next 13 years, and discuss the provincial 
party committee's “opinions on conducting province- 
wide education on the party’s basic line.”’ They will also 
discuss the “1988 Hebei provincial plan for deepening 
the economic structural reform.” 


Present at the session were Standing Committee mem- 
bers of the provincial party committee: Xing Chongzhi, 
Xie Feng, Li Wenshan, Yue Qifeng, Lu Chuanzan, 
Zhang Chao, Ye Liapsong, Bai Shi, Liu Ronghui, Chen 
Yujie and Li Haifeng. 


Li Wenshan presided over the session. 
A total of 60 members and alternate members of the 


provincial party committee attended the session. Nine 
were absent due to illness or private affairs. 
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Attending as observers were members of the provincial 
Advisory Commission and Discipline Inspection Com- 
mission; party-member responsible comrades of the pro- 
vincial People’s Congress Standing Committee, govern- 
ment, and CPPCC Committee; and secretaries of the 
party committees and discipline inspection commissions 
of various prefectures and cities. Also observing were 
principal responsible comrades °f the departments and 
committees directly under the p.ovince, and secretaries 
of the leading party groups and party committees 
directly under the provincial organs. [passage omitted] 


Xie Feng. deputy secretary of the provincial party com- 
mittee and provincial governor, delivered a speech to 
explain the “Outline of the Hebei Provincial Economic 
Development Strategy” (draft). This “Outline” explains 
briefly the strategy that our province should adopt for its 
national economic development for the next 13 years. 
This strategy is described as “persistently carrying out 
reform and opening up, greatly developing agriculture 
through scientific and technological progress, actively 
promoting rationalization of the industrial structure: 
achieving a balanced development of primary. second- 
ary, and tertiary industries; starting from coastal areas 
and the areas along railways. building economic regions 
with their own characteristics in order to make cities 
lead the rural areas; improving economic results compre- 
hensively, and ensuring that the people achieve a rela- 
tively comfortable standard of living at an early date.” A 
basic demand of this strategy is to gradually effect a 
change from the predominance of extensive manage- 
ment into the predominance of intensive management. 
Other basic demands are to bring the province's eco- 
nomic construction into the orbit of relying on scientific 
and technological progress, and improving the quality of 
laberors. Therefore, we may call it a strategy of “devel- 
oping Hebei through science and technology.” [passage 
omitted] 


Nei Monggol’s Wang Attends Industry Meeting 
$K090443 Hohhot Nei Monggol Regional Service 
in Mandarin 1100 GMT 08 Jan 88 


[Excerpts] This morning the regional government held a 
meeting to sum up experiences in popularizing 16 pro- 
duction technologies and to commend 56 advanced 
collectives and 104 advanced individuals. Comrade 
Wang Qun. secretary of the regional party committee. 
attended the meeting and met with the representatives. 
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Bu He, Qian Fenyong. Batubagen. Xu Lingren, Wang 
Duo, Seyinbayaer. Chao Luomeng. Liu Zuohi, Bai Jung- 
ing. Zhao Zhihong. (Zhang Pangong). Xu Shengrong, 
Bayanbatu, and other leading comrades attended the 
meeting and presented awards to the advanced collec- 
tives and individuals. [passage omitted] 


The popula: ization of these 16 technologies created a 
total of 500 mition yuan in economic results. [passage 
omitted] 


Northwest Region 


Xinjiang’s Secretary Attends Reform Forum 
HK130600 Lrumq: Xinjiang Regional Service 
in Mandarin 1230 GMT 7 Jan &8 


[Excerpts] Our autonomous region’s entrepreneurs and 
enterprisers. party and government leaders, as well as 
journalists yesterday attended a forum held in Urumqi 
on implementing the spirit of the | 3th National Party 
Congress and deepening reform at an accelerated pace. 
[passage omitted} 


Attending the forum were Song Hanliang. Zhang Sixue, 
Feng Dazhen, Tuohuti Shabier. Hedeerba:, Jin Yunhui, 
and (Li Zhi), leaders from the autonomous regional party 
and government organizations as we'l as the Xinjiang 
production and construction corps. [passage omitted] 


Xinjiang Schedules People’s Congress Session 
HK 130610 Urumq Xinjiang Regional Service 
in Mandarin 1230 GMT 11 Jan 88 


[Excerpts] The 30th meeting of the 6th autonomous 
regional People’s Congress Standing Committee held its 
2d plenary session this afternoon. A resolution adopted 
at the plenary session says: The first session of the 
seventh autonomous regional People’s Congress will 
open on 2! January 1988 in Urumy. [passage omitted] 


The plenary session was presided over by Li Jiayu, vice 
chairman of the autonomous regional! People’s Congress 
Standing Committee. Attending the plenary session were 
Amudun Niyaz, chairman of the autonomous regional 
People’s Congress Standing Committee. and Yang Yiq- 
ing. Abulizi Muhemaiti, Mayinu’er, Mahsud Deipov, 
Wang Heting. Husaiyin Siyabayefu. Xiaer Xuibieke 
Sidike, and Zhang Shaopeng., vice chairmen of the auton- 
omous regional People’s Congress Standing Committee. 
[passage omitted] 
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President Chiang Ching-kuo Dies 


Hospital Official Gives Report 
OW 131445 Taipei Domestic Service in Mandarin 
1315 GMT 13 Jan 88 


[Text] Today, the Kuomintang Central Committee held 
a Standing Committee meeting at which Premier Yu 
Kuo-hua announced the distressing news that President 
Chiang Ching-kuo had passed away this afternoon. All 
the Standing Committee members attending the meeting 
stood in silent tribute. (Chiang Pi-ning), vice president 
(of the Taiwan Veterans General Hospital) made a 
report on what happened to President Chiang. He said: 


[Begin recording] Today, the president felt slightly nau- 
seated. Later, he showed signs of vomiting. We checked 
him right away, and found that his blood pressure was 
117 mm, slightly lower than his usual blood pressure of 
130 to 140 mm. His blood pressure today was generally 
lower. Because of his pacemaker, his pulse rate was 70. 
His temperature remained normal at 36 degrees centi- 
grade. We used an intravenuous drip to provide him 
with the necessary nutrition. His conditions were some- 
what stable the whole morning. We measured his blood 
pressure every hour, and it remained around | 17. Unfor- 
tunately, around 1355 [0555 GMT], he spit a great deal 
of blood. A great deal of blood came out of his mouth. 
Soon afterwards he showed signs of shock followed by 
signs of heart and respiratory failure. We immediately 
called all members of the medical team and used all 
available artificial heart and lung equipment and other 
emergency life-saving measures. Failing to respond to all 
resuscitative measures, his heart stopped beating at 1555 
[0755 GMT], and his pupils enlarged as he died. This is 
the end of my report. [end recording] 


This report was made by (Chiang Pi-ning), vice president 
of the Taiwan Veterans General Hospital. 


Yu Announces Death 
HK131318 Hong Kong AFP in English 1315 GMT 
13 Jan 88 


[Text] Taipei, Jan 13 (AFP)}—President Chiang Ching- 
kuo died here Wednesay, Premier Yu Kuo-hua said. He 
was 77 (eds: correct). 


Mr. Chiang died Wednesday at 3.55 p.m. (0755 GMT), 
Mr. Yu said. 


The premier made the announcement at a meeting of 
Central Standing Committee members urgently con- 
vened at 7:40 p.m. (1140 GMT). 


Deputy director of the Veterans General Hospital 
Chiang Pi-ning told the meeting that the president was 
rushed to the hospital Wednesday after he had begun 
vomiting and his blood pressure dropped suddenly: 
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He said Mr, Chiang began vomiting blood around 1:55 
p.m, (0555 GMT), and suffered shock and heart failure 
which caused his death, 


The announcement of Mr. Chiang’s death was broadcast 
by three local television stations which interrupted 
prime-time programming. 


Succeeded by Li 
OW 131433 Tokyo KYODO in English 1424 GMT 
13 Jan 87 


[Text] Taipei, Jan. 13 (KYODO)—Nationalist Chinese 
President Chiang Ching-kuo, who steered the island 
republic into becoming a prosperous newly industrial- 
ized nation, died of a heart attack Wednesday afternoon 
at the age of 77, prime minister Yu Kuo-hua announced. 


Yu told the nation through Taiwan's three television 
stations that Chiang was succeeded by Vice President Li 
Teng-hui in accordance with the Constitution. 


“We have lost a capable leader. Every one of us felt a 
deep sorrow. This is an irredeemable loss,” the prime 
minister said in tears. 


A spokesman for the National Defense Ministry said, in 
the meantime, all Taiwanese forces were put on full alert 
to prevent any trouble from occuring following Chiang’s 
death. 


According to informed sources, Chiang, who had been 
suffering from diabetes, collapsed at his home in Taipei 
Wednesday afternoon and died under the watchful eyes 
of his family members. 


Chiang’s deteriorating health was last witnessed by the 
public when the frail leader made a short speech in a 
wheelchair at the National Founding Day on October 10 
last year. 


Political analysts said whether the nationalist party will 
be able to smoothly run state affairs after Chiang’s death 
depends on whether the collective leadership remains 
cohesive and is effective in dealing with the resurgence of 
the opposition camp. 


Chiang was the son of the late President Chiang Kai- 
shek, whose government was ousted from Mainland 
China in 1949 by Communist forces led by Mao Zedong. 


Chiang Kai-shek was succeeded by Dr. Yen Chia-kan in 
April 1975 when he died and Chiang Ching-kuo assumed 
the presidency in 1978 when Yen retired. 
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Leadership Role Noted 
OW 131337 Tokyo KYODO in English 1333 GMT 
13 Jan 88 


[Excerpts] Taipei, Jan. 13 (KYODO)—Taiwanese Pres- 
ident Chiang Ching-kuo, in power since 1978, died of a 
heart attack Wednesday afternoon at the age of 77, 
Taiwan Television reported. [passage omitted] 


Chiang assumed the presidency in 1978 when President 
Dr. Yen Chia-kan retired. Yen succeeded Chiang Kai- 
shek in April 1975 when he died. [passage omitted] 


Chiang was born in Zhejiang Province as Chiang Kai- 
shek’s first son and was educated at a Moscow universi- 
ty. 
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While his father was in power, Chiang served as national 
defense minister and put security and armed forces 
under his control. He was appointed prime minister in 
May 1972, 


In spite of diplomatic isolation—the expulsion from the 
United Nations in 1971 and subsequent diplomatic 
ruptures with the United States, Japan and other coun- 
tries, Chiang remained adamant and rejected Chinese 
calls for reunification. 


Last year, however, Chiang carried Out major political 
reforms, including the lifting of martial law in effect 
since 1949, 


He also eased the policy in 1987 of banning all contact 
with Mainland China and allowed Taiwanese residents 
to travel to the mainland for family reunions. 
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Hong Kong 


Taiwan Plans to Make Large Investments 
HK130525 Hong Kong SOUTH CHINA MORNING 
POST in English 13 Jan 88 pp 1, 2 


[By Terry Cheng] 


[Text] Taiwan plans to spend hundreds of millions of 
dollars buying entertainment and recreational facilities 
in Hong Kong to counter the growing financial and 
commercial influence of Beijing in the territory. 


In an aggressive move to offset China's projects, which 
include partnership in the second cross-harbour tunnel, 
major construction projects and the purchase of many 
buildings, Taiwan’s Nationalist Government said this week 
that department officials were considering buying cinemas, 
hotels and cultural and recreational centres in Hong Kong. 


It is understood that plans to buy the facilities were 
initiated by Taiwan supporters in Hong Kong. 


Government-owned or backed organisations would not 
be involved directly in the scheme. 


A considerable amount of private funds from Taiwan, 
apparently with official endorsement has found its way 
into Hong Kong's property and other sectors recently. 


The purpose of a concerted buying spree, the Government 
said, would be to cater for increased contact between Taiwan 
and Hong Kong and to facilitate Taiwan's cultural, publicity, 
economic, and financial activities here. 


Some Taiwanese observers say they expect pro-Taipei 
groups will find it increasingly difficult to obtain venues 
for activities in Hong Kong as 1997 approaches. 


“Some hotels or cinemas may be less reluctant to rent 
their places to us,” a Taiwan source said. 


“Because of this, cultural and recreational facilities 
owned by Taiwan-interests are needed,” he said. 


Government departments were also considering setting 
up a service centre in Hong Kong to help Taiwanese 
meet relatives on the mainland. Most of the people 
visiting the mainland go through Hong Kong. 


Taipei does not have any official representative office in the 
territory but much of its interests, including the issue of visas 
and trade and travel information, are handled by the FREE 
CHINA REVIEW Readers Centre and the Chinese Overseas 
Travel and Transport Services in Central and the Chinese 
Culture Association in Kowloon. 


The disclosure that Taiwanese money may be poured into 
Hong Kong projects reinforces the impression that Taipei is 
taking an even more affirmative approach to Hong Kong. 
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Last week two centres exhibiting Taiwan products were 
opened. the centres are run by businessmen with Taiwan 
connections and if they are successful, will become perma- 
nent. 


The Nationalist Government's latest statement on Hong 
Kong was given as a written reply to businessman Mr 
Fung Yim, a Hong Kong member of the Legislative 
Yuan, who asked about Taipei's programs for political 
counter-attack on the mainland. 


In the reply, the Government said Hong Kong has long 
been considered a venue through which democratic and 
free thinking people are channelled to the mainland. 


They believe Taipei should expand their influence in the 
territory, whose people are increasingly impressed by 
economic and political achievements in Taiwan. 


Taipei was concerned by the growing direct involvement of 
China in Hong Kong through the investment company, 
China International Trust and Investment Corporation (CI- 
TIC). 


Among CITIC’s multi-billion investments in Hong Kong 
are a commercial and residential complex in Lam Tin, 
the $3.7 billion second cross-harbour tunnel, and a 12.5 
percent stake in Cathay Pacific worth $2 billion. Lam 
Tin and the tunnel projects are joint ventures. 


CITIC has also been active in property purchases, 
including an outlay of $350 million for the Asian House 
office complex in Wan Chai in June. 


Visual evidence of China’s expansion is the Bank of China 
building rapidly rising above the skyline in Central. 


Apart from the need to counter the momentum China has 
built up in economic involvement in Hong Kong, Taipei also 
believes there are practical needs to increase its presence. 


Each year Taiwan has several dates and occasions to 
mark and celebrate, such as the Double Tenth, the 
Nationalists’ national day on October 10. 


A senior Kuomintang official told Hong Kong reporters 
recently ihat Taipei had already prepared a scheme to help 
Hong Kong promote democracy and generate prosperity. 


However, Mr Ming Chun-hwa, the deputy director of the 
Kuomintang’s Overseas Work Committee, said they 
were not prepared to divulge the plans. 


Politically, it is believed that Taipei may ask their 
sympathisers to take part in local elections, such as the 
District Board polls in March. 


Taipei wants to spread its influence by having more local 
people attend exhibitions, shows, and lectures. 
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A former Hong Kong member of Taiwan’s legislature, 
Mr Pok Shao-fu, has said that Taiwan’s official organi- 
sations would withdraw after 1997. 


However, Mr Ming appeared to have reservations, say- 
ing that no one knows what would happen in 10 years. 


Independent analysts said that because Taiwan was 
Opening up to the mainland it would be difficult to 
predict the relationship in 1997. 


Decision-makers in Taipei may prefer to leave their 
options open. 


Manufacturers Warned of Computer Brain Drain 
HK130537 Hong Kong SOUTH CHINA MORNING 
POST (BUSINESS POST) in English 13 Jan 87 p 3 


[By Naomi Lee] 


[Text] Hong Kong manufacturers were warned yesterday 
that an exodus of computer experts could erode the terri- 
tory’s competitiveness by leaving it unable to deal with a 
labour shortage. 


Computerisation is the key to the future, but computer 
professionals have been moving out of Hong Kong over 
the past few years, vice-president of the Hong Kong 
Computer Society, K K Yeung, said yesterday. 


The drain on resources will eventually make the manufac- 
turing sector less competitive among its Asian counterparts, 
especially Taiwan, Singapore, and South Korea, he said. 


“The labour shortage in Hong Kong was evident last year 
and it is likely to continue in the near future,” he warned. 
“The use of information technology [IT] would be one way to 
deal with this problem and to increase productivity.” 


The Hong Kong Computer Conference on April 14 and 
15 will examine the IT strategies of Hong Kong organi- 
sations as seen by entrepreneurs, the .[ industry, and 
end-users of computer equipment. 


Mr Yeung said the Hong Kong Polytechnic Computer 
Studies Department was studying to what extent tech- 
nology was being used in production and in which areas 
its application had been most successful. The survey 
results will be made available at the conference. 


The April event will be sponsored by Hong Kong-based 
computer company ABC Data Equipment. 


Finance Official Urges Foreign Joint Ventures 
OW 130609 Beijing XINHUA in English 1144 GMT 
12 Jan 88 


[Text] Hong Kong, January 12 (XINHUA)—One of the 
best ways to upgrade Hong Kong’s industry will be 
through joint-ventures between local and overseas firms, 
said Hong Kong Financial Secretary Piers Jacobs. 
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He said Monday at a meeting of the French business 
association that during the four years and 10 months to 
October 1987, the local industry department assisted 
101 projects to completion, and there are currently 
another 28 manufacturing projects already committed. 


To facilitate joint ventures, the industry department 
maintains a register of local firms looking for partners 
and seeking to match them with suitable overseas com- 
panies. It also helped manufacturers who decided to 
expand their existing Hong Kong operations. 


On bilateral trade between france and Hong Kong, Jacobs 
said France is Hong Kong’s 1 1th major trading partner with 
total trade amounting to 7.7 billion Hong Kong dollars (990 
million U.S. dollars) over the first nine months of 1987, 53 
percent more than that in the year-ago period. 


Noting the reputation of French engineering, he also said 
that the Hong Kong Government intends to start 131 
projects with a total worth over six billion Hong Kong 
dollars in the next fiscal year beginning on April 1. 


Official Defends Negative Interest Rates 
HK130545 Hong Kong SOUTH CHINA MORNING 
POST (BUSINESS POST) in English 13 Jan 88 p 1 


[By Eva To] 


[Text] Hong Kong banks and their customers would expe- 
rience various difficulties if negative interest rates were 
introduced but the nightmare would be worthwhile, Secre- 
tary for Monetary Affairs David Nendick said yesterday. 


Mr Nendick said such a measure was necessary in order 
to drive out speculators against the local currency. A zero 
interest rate was not enough. 


The Government’s apparent lack of action recently 
seems to have been misread by speculators as a sign it 
was going to change the peg, Mr Nendick said. 


Speculative funds have remained in Hong Kong, causing 
persistent distortion to the local financial system, he said. 


Mr Nendick said such illusions would be dispelled by 
getting the financial system fully ready to apply negative 
interest whenever necessary. 


Banking sources said a Hong Kong Association of Banks’ 
[HKAB] working group had proposed that accounts 
holding more than $500,000 should be subjected to 
penalty, but it was likely only those with more than $1 
million would be affected. 


They said it was likely also that banks would refuse to 
accept fixed deposits of less than three mortis if the 
negative interest system was applied. 
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The association said on Monday that negative interest 
rate could be introduced from March 10 and clients are 
expected to be informed in the next few weeks if they 
were potentially affected. 


Mr Nendick sympathised with banks over difficulties 
they were likely to face under the new rule but he 
defended the controversial option as the lesser evil. 


If negative interest really was applied, Mr Nendick said, 
the system was not expected to last long because the 
heavy penalties on the speculators would ensure they 
would have to unwind their positions fairly quickly. 


On whether London and Beijing would be, or had been, 
consulted on the peg or the interest rate rule, Mr Nendick 
said the Government did not consult anyone on its own 
financial system. 


He did, however, concede that as a matter of courtesy, 
the Government might advise related parties on impor- 
tant developments in Hong Kong from time to time. But 
he refused to be specific if such advice had taken place 
On the negative interest rate rule. 


Meanwhile, the Bank of China group yesterday gave 
Cautious support to the plan as a means to deter specu- 
lation against the dollar. 


Lam Kwong-siu, deputy director of the group’s regional 
office, said yesterday the group supported the retention 
of the peg in Hong Kong. 


However, he said he was unsure if negative interest was 
the best way to deter continued currency speculation. 


The HKAB general committee is expected to meet again 
tomorrow to approve details of what clients would be 
penalised under the new rules. 


Governor Discusses Market Protectionism 
OW 130603 Beijing XINHUA in English 1137 GMT 
12 Jan 88 


[Text] Hong Kong, January 12 (XINHUA) —The Hong 
Kong Government has devoted considerable efforts to 
fighting protectionism, and the private sector also has an 
important role to play in putting across Hong Kong’s 
case, Governor David Wilson said. 


Speaking at the gala fashion presentation of the Hong Kong 
fashion week which was launched here Monday, the gover- 
nor said, “Events like the fashion week are an opportunity to 
demonstrate that our products offer excellent value for 
money to our overseas buyers and to remind all those 
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concerned that places like Hong Kong and Singapore which 
have open markets deserve to be treated well as an encour- 
agement to others to be similarly open.” 


These open markets should not be penalized as part of an 
attempt to deal with the problems created by some other 
economies which built up massive surpluses behind 
protective barriers, he added. 


He said that Hong Kong is not just an exporter, but a major 
market in its own right. “We are in fact the third largest 
importer of textiles in the world. We welcome imports from 
each and every country in the world,” he said. 


When mentioning Hong Kong as the world’s largest 
garment exporter, David Wilson described it “an aston- 
ishing achievement for so small a territory.” 


He said that Hong Kong has firmly established its place as a 
leading supplier of high quality fashion in recent years. 
Garment manufacturing has played a vital role in the local 
economy as clothing accounts for some 34 percent of the 
local domestic exports now, the governor said. 


Basic Law Human Rights Provisions Discussed 
HK120953 Hong Kong SOUTH CHINA MORNING 
POST in English 12 Jan 88 p 4 


[Excerpt] There were some “grave decisions” made for 
the provision of human rights in the latest draft of the 
Basic Law, chairman of the Bar Association, Mr Denis 
Chang QC, said yesterday. 


Unless changes were made, he warned at the Legal Year 
ceremony, there would be no effective entrenchment 
even on paper for the rights and freedom of Hong Kong. 


This was because the implementation of relevant inter- 
national covenants dealing with human rights were to be 
left to the Hong Kong Special Administrative Region 
(SAR) legislature, and those rights that were spelt out 
were closer in language to the Chinese constitution than 
the international covenants. 


“Thirdly, many important freedoms are merely stated to be 
‘protected by law’ and thus are likely to be curtailed by any 
old law passed by the barest majority in the future SAR—a 
point which may interest those who have difficulty in seeing 
the relationship betwen freedom and democracy.” 


The simplest solution, Mr Chang said, was to incorpo- 
rate by reference to international covenants and give 
them overriding effect. 


In this way common law rights would be translated into 
constitutionally protected rights. 


And the international covenants which the Joint Decla- 
ration said would continue should be enacted into 
domestic law. [passage omitted] 
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